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A Complete Financial Library 


in 11 Volumes 


every phase of modern security trading and investing. Written in a concise, 


TD cen standard books published by THE MAGAZINE OF WALL STREET cover 


easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Library of Trading and Investment 
Fundamentals 


(No. 1) Fourteen Methods of Operating in the 
Stock Market 

Presents in detail the actual methods used by some of the 

most successful forecasters of market conditions showing 

the factors that, in their qpinion, cause a rise or decline in 

security values. * te 

(No. 2) You: intd Your Broker 

Discusses every phase ‘of* the relationship between your 

broker and yourself. Describes what you should watch in 

entering an order, in checking statements and in attending 

to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles that you must 

employ if you are to make consistent profits in your market 

operations, Provides you with a complete knowledge of 

stock market technique. 

(No. 5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 

Especially adaptable to current market conditions. Tells 

how to detect buying points in short swings and in individual 

stocks. when and what to buy for quick profits, buying 

securities for speculation, etc. 


Famous Set by John Durand 


(No. 6) The New Technique of Uncovering 
Security Bargains 

Describes specifically the different methods necessarv for 

selecting profitable investments in leading industries devot- 
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ing space to each industry. Goes fully into sound funda- 
mental factors upon which real intrinsic value is founded. 


(No. 7) How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of The Magazine of Wall Street base their judg- 

ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and_semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supplv and demand, the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which 
Profits Depend 

Tells how to put your financial house in order—how to 

make your plan and carry it out after it is made. Bridges 

many danger spots which otherwise could be avoided only 

through costly experience. 


(No. 11) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 


The entire 11 books are uniform im size and style, pro- | 
gold, and will make a handsome addition to any library. 





Special Offer 


| 

| Complete Library of 

| Entire 11 Books. $15 
| 








All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
- eee Baciosed. (1. 0. D: $....... 


0 Please mail me, without obligation, your descriptive book circular. 
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The One Book Needed 
RIGHT NOW by All Who 
Wish to Forge Ahead 


Financially 


THE ComMMON SENSE 
Or Monty AND 
INVESTMENTS 


By Merryle Stanley Rukeyser 


N no period have we been in more dire need of expert 
guidance and exact knowledge on the business of safe- 
guarding our surplus funds—making them yield a safe, 

sane and substantial return and show a satisfactory pleasing 
growth in principal. 

Your future welfare and happiness—and that of your family—depend on 
how wisely you use the savings you accumulate during your present pro- 
ductive years. The period of frenzied speculation has ended in unprece- 
dented deflation in values of securities and properties of all kinds. Banks 
have been forced to close their doors. The public’s faith has been severely 
shaken. Yet these very conditions have brought about unusual invest- 
ment opportunities for those prepared to recognize them. 


THE REVIEW OF REVIEWS has sensed this justified uncertainty— 
this urgent need for sound reassuring counsel on all financial matters— 
and has therefore provided this means to show YOU the sure safe way 
ahead. We feel that no book could be of more timely interest and 
more valuable to you in actual dollars and cents than “THE COMMON 
SENSE OF MONEY AND INVESTMENTS,” which we here offer 
entirely free with a new, renewal or gift subscription. 


Let Rukeyser., Modern “Solomon of Finance,” 
Tell You What YOU Want to Know. 





Merryle Stanley Rukeyser, author of 
this 352-page volume, has given 
sound advice to over 30,000 individ- 
uals and firms on investments ag- 
gregating tens of millions of dol- 
lars. Through his extraordinary 
experiences as financial editor of va- 
rious publications he has come to see 
wnat the average person wants to 
know—what YOU want to know 
about money and investments, the 
pitfalls to guard against, and the 
knowledge YOU need to recognize in- 
vestment opportunities ideally suited 
to YOUR exact needs. 


352 Pages Crowded with 
Dollars and Cents Facts 


Bonds, stocks, real estate, savings banks, 
first mortgages, small businesses, in- 
surance—where will your money do the 
most good for you and yours? Exactly 
how should you proceed! 

To many of us, particularly at present, 
financial problems are a jumble o 
doubts. Mr. Rukeyser cuts through this 
fog of uncertainties. Makes crystal clear 


the intricate workings of modern _so- 
ciety’s complex financial structures. Ex- 
plains the functions and advantages of 
all the forms of investment that lie be- 
fore you, and enables you to forge ahead 
with those best suited for your individual 
needs. 

Here is but a partial glimpse of the 32 
invaluable chapters—fascinating just to 
read, and crowded with exactly those 
facts you need to solve YOUR financial 
problems today: 


Legitimate Objectives of Thrift 
Specific Investment Programs 
for Various Classes of People 
Tests of a Safe Investment 
Why Not Get Rich Quick? 
How Business Cycles Affect the Investor 
Services of Investment Brokers 
and Stock Exchanges 
Some Fallacies of the Investment Column 


What to Look for in a Balance 
Sheet and an Income Account 


Why Tips are Misleading 
Has the Day of Opportunities Passed? 
Secrets of the Financial Page 


How to Turn Old Age from 
a Defeat into a Triumph 





SEND NO MONEY Mail Gift Coupon TODAY! 


Your surplus funds probably represent the fruits of years of effort; and you 
will want to make every effort to assure yourself of safety, fair yield and 
satisfactory growth in principal. That is why we feel that, no matter how 
far we searched, we would not find a volume of more engrossing timely 
interest—that would be worth more to you in actual dollars—that would 
mean more to you in peace of mind and freedom from worry. 


We cannot do justice to this practical, helpful book in this small space. 
But read it yourself for ten days at our expense. Then, if you are more 
than pleased with it, keep it ENTIRELY FREE with our compliments 
and get a new, renewal or gift subscription to THE REVIEW OF 
REVIEWS at the regular low rates. 
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MAIL TODAY 


THE REVIEW OF REVIEWS, 
55 Fifth Avenue, New York, N 
YES, send me ENTIRELY FREE the 352-page volume, 
“THE COMMON SENSE OF MONEY AND _ INVEST- 
MENTS” and enter my subscription to the REVIEW OF 
REVIEWS for the period checked below: 
(0 One Full Year at regular price of $3.00 
(0 Two Full Years at special price of $5.00 
If I am not satisfied with the book, I will return it and owe 
you nothing. Otherwise you may bill me for my subscription 
and I may keep the book WITHOUT CHARGE as your gift. 
You may deduct 50c cash discount if remittance 
accompanies order. Renewal subscriptions will be 
extended from present expiration date. 


MWS 10/31/31 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co, 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 

















“SHORT SELLING” 
An Address delivered by 


RicHarp WHITNEY 
President, New York Stock Exchange 


Copy in booklet form sent on request 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 


BRANCHES 
Central Savings Bank Bidg., 2112 Bway, N.Y. 
1451 Broadway, Cor. 41st St., N. Y. 
71 Vanderbilt Avenue, N. Y 
New Brunswick, N. J. 











E extend the facilities of our 

organization to those desiring 

information or reports on companies 
with which we are identified. 


Electric Bond and 
Share Company 


Two Rector Stree 
New York 
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Investor’s at Da wr 


Dictionary || with the Electric Industry 


E particularly direct your 
attention to this practical 
and valuable book which you 
should have on hand for con- 
stant reference. It may easily 
help you make or save hundreds j 
of dollars in the purchase and N 1880, two years before 


sale of securities. Edison started his famous 


487 words and expressions are Pearl Street Station in New 


learly defined. Includes ev ‘ 
pone phrase used in sanciy York, the Rochester Electric 


transactions. The art of distin- . 

guishing exactly between securi- Light sonpeny ieee supply- 
ties and concerning market oper- ing arc light service in 
ations, requires a clear idea of , 
every item dealt with. This book Rochester, New York. This 
sweeps away the vague notions company,which hassince be- 
which so often cause mis-steps. : 
It clears up many points which come part of the Associated Rochester, N.Y. 

have been feared because they System, had to string wires Johnstown, Pa. . . 1885 
were not understood, and meets a x 

the needs of every investor. between buildings as poles had Cambridge, Mass. . 1886 
Fully illustrated with graphs, not yet come into use. Hornell, N.Y. . . 1886 
charts and reproductions of all Other Associated properties Associated Electric companies, 


ordinary documents used in buy- k ; ‘ 
ing and selling stocks and bonds. that started at dawn with the seasoned in service, are par- 


electric industry include those __ ticipating in the rapid growth 





127 Pages. Richly bound : ‘ 
in imitation Morocco, serving: of the industry, an expansion 


dark blue flexible fabri- : 
koid, lettered in impressed Reading, Pa. . . . 1883 
gold. New Bedford, Mass. 1883 output in the next decade. 
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THE MAGAZINE oF WALL STREET 
has published and offers for sale 
eleven selected volumes that com- 
pletely cover every phase of modern 
security trading and investing and 
contain the foremost tried and proven 
methods and important fundamental 
principles which you can apply to 
your individual needs. Send for de- 
scriptive circular. 
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The Board of Directors has declared regular 230 So. La Salle St., CHICAGO 
quarterly dividends of $1.75 per share on the ee To. ie ig og 
Preferred A and Preferred B stocks and 65 4 : 
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Over 1600 Securities 


Earnings, 1929-30-31—Price Range—Current Comment 
—Investment Rating 


Revised monthly, giving you at a glance essential facts 
and up-to-date data for checking security values. 


THE MaGazine OF WALL StREET’s Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 


ance Stocks. . 

Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 

Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 


can— 


—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to: see 
if a change has taken place in the outlook A their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

Our Conclusions are based on intensive analyses of the com- 
bined. fundamentals of each security—plus the future outlook for 
the general’ market. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

—Statistical Data:—You will find the important. statistics so 
essential in judging and keeping track of your company—earn- 

ings—price range—dividend information— debt—shares 

outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MAGa- 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer Tug Macazine or WALL Street for one year, including full consultation privileges of our Personal 


Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9.00. If yow are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


a Mail This Coupon Today 
The Magazine of Wall Street 
42 Broadway, New York, N. Y. 

Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year 
(26 issues) inc'uding full consultation privileges of your Personal Service Department and also send me the next 12 
issues of the Monthly “Adjustable Steck Ratings.” 





Oct. 31, R. B. 1931 
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Beware of Stock 
Racketeers 


T HAS recently come to our attention that in numerous 
instances unprincipled get-rich-quick artists have been sending 
out spurious messages by mail and telegram and signing the 

names of prominent individuals and organizations. These false 
advices have recommended the purchase of specific stocks in which 
the claim is made that pools are operating and that profits can be 
made on a proposed run-up. 


Our subscribers are warned to pay no attention whatever to these 
messages as no reliable organization or individual ever sends out 


gratuitous advice of this kind. 


This publication is working with the District Attorney, the Post 
Office, the Better Business Bureau and the New York Stock Ex- 
change to suppress this practice by identifying and securing the 
conviction of these fraudulent operators. 


You will be rendering a public service, as well as protecting your- 
self, by sending us any communications of this character which 
you receive. Be sure and include the outside envelope in which 


it was mailed to you, if it is a letter. 


THE MAGAZINE 
OF WALL STREET 


OCTOBER 31, 1931 








TO RECOVER YOUR ORIGINAL 
INVESTMENT§CAPITAL 


The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 
sustained recovery. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 
requested. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 


10-31-31 
Investment Management Service 
42 Broadway, New York, N. Y. 
Gentlemen: _ 

I am enclosing herewith my list of holdings. Kindly study this list and tell 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 
This places me under. no obligation. 


City and State 
My present investment capital, in addition to the securities listed, 
is approximately $ 








CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subscriber’s account is 
treated 





on the subscriber’s personal 
requirements. There are no 
“blanket” rec dations 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks. 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subscriber’s holdings con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 
tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 
obtain these recommenda- 
tions. 


AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an _ outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 
Service has no securities to 
sell and holds no brief for 
any particular investment. 
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Investment and Business I'rend 


The Gold Mania—Heading Toward Inflation?— 
At Cross Purpose—Hopeful Commodity Move- 
ment—W ords Are Cheap—The Market Prospect 


THE GOLD 
MANIA 


outflow of gold is due far more to a world-wide psy- 
chology of panic than to the actual profit speculators 
can realize in exchange. Even in France, whose eco- 


from this country, amounting 


Ph fro this on exports of gold 
to nearly $700,000,000 in a 





single month, are not fundamentally alarming. We 
do not own by any means all of the gold stored in 
our vaults. Much of it is owned abroad and merely 
kept here, partly for convenience, partly for safe- 
keeping. Of this “free gold” we could lose another 
billion or more without danger. 

The export movement provides that re-distribution 
of gold which economists have long advocated as a 
necessary prelude to economic revival. Unfortunately, 
it is not a gradual re-distribution induced by reviving 
confidence abroad. Instead, it is sensational in its speed 
and is due to a decline of foreign confidence in this 
market, however unjustified. Moreover, the worst 
aspect of the matter is that the outflow of gold coin- 
cides with a fantastic money hysteria on the part of a 
large section of the American public, as reflected in 
the hoarding of currency to a total of fully $1,000,- 
000,000. It is this factor, rather than loss of gold, 
which holds most danger for us. 

The American dollar is inherently the strongest cur- 
rency in the world. The mischievous foreign attack 
upon its integrity, particularly pronounced in France, 


nomic strength is largely superficial and artificial and 
whose increasing gold holdings are automatically pro- 
ducing a dangerous inflation, the public is manifesting 
the beginnings of a gold fever. Gold coins, some of 
American origin, are being hoarded at the rate of 
$300,000 a day. 

The wealth of the world vastly exceeds the total 
stock of gold. For this reason the hysterical hoarding 
of gold has in it the elements of a stupendous folly, a 
folly which threatens France along with the rest of 
the world. That the movement will be permitted to go 
on is unthinkable. Ways of checking it can be found. 
The danger is so serious and so inclusive that eventual 
co-operative attack by the United States and France 
seems a certainty. 


—— 
HE course of reme- 
dial action now be- 
ing pressed by the 
Hoover Administration in its attack upon depression 


HEADING TOWARD 
INFLATION? 


is a definite threat to the welfare of all nations. The has in it some of the unmistakable earmarks of inflation. 
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This will be particularly true if the proposed relax- 
ation of present Federal Reserve standards is permitted 
to go beyond the limits of conservative banking or 
if the Government is forced into a large bond issue to 
offset the rising deficit in its budget. In the present 
state of the public mind a flotation of government 
bonds would in all probability demand Federal Re- 
serve aid and a consequent large release of currency. 

The word “inflation,” of course, is not liked at 
Washington and will not be officially associated with 
anything that is done. Nevertheless, Washington 
would be inordinately pleased at the immediate re- 
sults of an inflation, call it by whatever name you 
choose. 

It is possible that this remedy is necessary. Kept 
under rigid banking control and subject to vigorous 
reversal at the proper time, it could very well smooth 
the road for more permanent economic adjustments. 
The dose is not without its inherent danger, however, 
for the public may first be too slow to take it and 
later too avid for it. To an uncontrolled inflation 
there is an inevitable appalling aftermath. It is this 
thought that must guide banking policy. It should 
not preclude the judicious injection of mild stimulants. 


——— 


AT CROSS RESIDENT HOOVER has a 
PURPOSE P special commission at work 

raising money for the relief of 
the unemployed and seeking to find work for them. At 
the same time his government retrenchment program is 
discharging five thousand sailors and throwing thou- 
sands of shipbuilders out of their work on naval vessels 
authorized and appropriated for by Congress. It seems 
inconsistent for the government to be destroying jobs 
when it is asking private employers to create them. 
It is even more inconsistent for it to be making jobs 
with one hand, as in the high-pressure road construc- 
tion and government building projects while it is de- 
stroying them with the other hand. And yet we tax- 
payers are yelling to high heaven for reduction of gov- 
ernmental expenditures and taxation. What is the 
answer? We know one. Exclusive of the army and 
navy there are about 700,000 persons on government 
payrolls drawing prosperity pay. They could stand a 
pay reduction of 20 per cent for a year or two. That 
would save about 300 million dollars. Moreover, it 
is an important factor in economic readjustment that 
public employes be leveled down to the plane of pay 
in business and industry. 


——— 


HOPEFUL COMMODITY HATEVER 
MOVEMENT economic difhi- 

culties may still 
confront the world, there is a tentative indication of 
clearing skies in one direction. The rate of decline in 
commodity prices has been checked, perhaps sig- 
nificantly so. This is a development that the economists 
were praying for six months ago. It is unquestionably 
one of the most convincing signs of a basic change in 
the tide of depression and merits some of the public 


attention that is being focused upon more superficial 
matters. 

Unlike the stock market, commodity prices are sub- 
ject to few misleading fluctuations. From the 1929 
peak average wholesale prices declined virtually in a 
straight line until last June. Throughout the depres- 
sion there has been no rally of as much as 5 per cent. 
For this reason, any evidence of a change of tone 
demands serious study. During the first five months 
of this year prices declined approximately 15 per cent, 
but during the last five months the decline has been 
extended by only some 2 per cent. In other words, 
despite acute unsettlement in all other markets, com- 
modity prices today are not importantly lower than 
those of five months ago. 

It is of interest to note that the increased stability 
manifests itself virtually at the 1913 price level or at 
the point which represents complete nullification of 
the war-time and post-war inflation. There is specific 
promise in the recent stronger tone of wheat and cot- 
ton, which can be accounted for only in part by ab- 
normal demands from Japan and China. To some ex- 
tent, of course, the generally better performance of 
prices may be seasonal but any possible doubt in this 
respect should be convincingly tested during the re- 
maining two months of the year. If present tendencies 
are maintained, public sentiment cannot long ignore 
them. 


—, 


WORDS ARE HEN the London Naval 
CHEAP \X / Conference was in prog- 

ress one of the states- 
men participating therein handed out to a puzzled 
newspaper correspondent this priceless bit of advice: 
“Don't believe all you hear.” We are inclined to apply 
this advice to the hair-raising stories of political un- 
settlement coming out of Germany. The German 
Communists, of course,. are fighting a losing battle. 
The Fatherland will go Bolshevik about as readily as 
it will give up its excellent capitalistic beer. There 
may be a swing to Fascism under the banner of Herr 
Hitler, whose imitation of Mussolini seems, from this 
distance, somewhat unconvincing. We doubt that this 
would be a -world catastrophe. Hitler and his fol- 
lowers would learn with shocking suddenness that fire- 
eating soap-box oratory and running a government are 
two different things. They would learn that two 
repudiations of national indebtedness in the same 
decade would so effectively shatter German credit as 
to make the borrowing of a dime next to impossible 
for fifty years thereafter. Nothing is so sobering as 
power and responsibility. 


—, 


PROSPECT advice will be found in the 

discussion of the prospective 
trend of the market on page 10. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. 


THE MARKET Oe most recent investment 


Monday, October 26, 1931. 
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full effects of recent and pending major de- 

velopments can find expression in all four 
curves of our Barometer, the two successive increases, 
to 314% from 114%, in the discount rate at New 
York have already met prompt response in an excep- 
tionally abrupt rise of the Cost of Business Credit. 
As on former occasions, the Federal Reserve Board has 
been tardy in resorting to an advance in the discount 
rate. But, now that this powerful corrective has been 
administered and the easy money policy as a business 
stimulant is definitely abandoned, the results have 
proved to be almost immediately beneficial. A return 
to more normal interest charges has at once strength- 
ened the market for bank stocks, greatly slackened the 
pace of domestic currency hoarding, and brought about 
the first increase of any consequence in call loans 
for the account of other than banks that has been 
witnessed since the boom of 1929. Present indications 
are also for an early end to our loss of gold, despite 
the Federal Reserve Board’s disclaimer of any desire 
to impede the outflow. A return of hoarded money 
into the banks, together with the release of stagnant 
deposits into productive channels, is an essential, how- 


Wait considerable time must elapse before the 


ever, as a convincing sign of growing confidence. No 
progress is possible otherwise. 

Recent statistics of production and trade cover a 
period which had not yet felt the more cheering atmos- 
phere created by constructive measures just adopted to 


strengthen the banking situation. For this reason it 
can scarcely be expected that any striking change will 
be shown by the next point on our New Orders graph. 
From rather meager reports which have been received 
to date, it is known that the automobile industry made 
a better comparative showing than the month before, 
and a similarly encouraging tendency is noted in build- 
ing contracts. Machine tool orders in September, on 
the other hand, made the poorest record of any month 
in many years. And so it is not illogical to find the 
Business Activity curve still drifting without any defi- 
nite trend. either up or down. 

Nevertheless, the market as shown by the common 
stock index has evidenced a much stronger tone. Part 
of this strength arises from a recognition of fundamen- 
tal adjustment and part from purely technical condi- 
tions. Unless fundamental adjustment is translated, 
however, into actual and tangible business improvement 
it cannot be expected to endure. 
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Market Must Prove 


Position 


Business Shows Signs of Encouraging Read- 
justment But Stock Prices Face Further Test 


By A. T. MILLER 


HREE weeks of rally have calmed Wall Street nerves 
and induced the stock market to search out such 
bright spots as can be found in the economic picture. 

For the time being, a saner mental attitude exists both here 
and abroad and the sweeping mob fear of vague disaster, 
evident until October 5, appears to be waning. We have, 
in short, a definite change of psychological setting. 

It would be most gratifying to assume that we are off 
on a flying start to genuine recovery. Unfortunately, how- 
ever, the stock market cannot thrive very long upon so 
thin a diet as sentiment. Sooner or later any intermediate 
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rally must wither and die without the more wholesome 
nourishment that can only be supplied by completion of 
basic readjustments and the accompaniment of rising busi- 
ness earnings. 

Until these forces of normal recuperation are convinc 
ingly evident speedy periods of speculative convalescence 
carry the inherent danger of producing their own relapses, 
regardless of the injection of periodic stimulants from 
Washington. 

For more than two years the bear market has been a suc: 
cession of disappointing rallies, each inviting a compara’ 
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tively early test of validity. If there is one certainty in the 
existing situation it is that the latest rebound also will have 
to face a practical speculative and investment test before 
it can be accepted as significant. 

An automatic rally is a one-way affair for only a limited 
time. As higher price levels are reached the immediate 
outlook becomes at least subject to doubt. Cautious traders 
take profits and await a reaction. There is a slackening of 
the strongest type of demand, both speculative and invest- 
ment. Taking advantage of the opportunity, belated 
liquidation of stale accounts continues to trickle in. The 
news developments responsible for the initial rebound of 
an over-sold market come in for more critical and more 
sober appraisal. 

We have come to such a period. The market unques- 
tionably will continue to keep its eyes focused upon Wash- 
ington and doubtless will respond more or less favorably 
to any additional constructive developments in President 
Hoover's program of relief. It is particularly hopeful that 
something of world-wide benefit will come out of the visit 
of Premier Laval. 

But as to all of these factors of artificial character, the 
inevitable attitude, after security prices have enjoyed sub- 
stantial advance, becomes one of suspended judgment. 

Unless we can be sure of a firm foundation, caution is 
desirable. The stock market, being eminently practical, has 

_a habit of testing its foundations as it goes and the manner 
in which these recurrent tests of rallies is met probably 
has a greater influence upon speculative sentiment than any 
other factor. 

In this sense the remaining weeks of the year can scarcely 
fail to constitute one of the most significant tests encoun- 
tered in the entire period of depression. At some time 
during these weeks the pressure of selling, whether mode- 
rate or heavy, will be imposed upon the recently lifted 
price level. 


Renewed Liquidation? 


The immediate question, then, is not whether the rally 
can be extended. Moderate extension of it could carry 
no great conviction. What we must know before feeling 
safe in any speculative assumption is whether a renewal 
of liquidation would meet with an underlying demand 
strong enough to halt decline at or above the low price 
line of early- October. 

If so, a strong beam will have been placed in the founda- 
tion of public confidence. The next favorable step would 
be a rally extending materially above the peak of the recent 
recovery. This sequence would be the first. clear technical 
indication of a change of trend and is well worth waiting 
for as a reasonable assurance of safety, regardless of the 
moderate premium that conservative buyers would have to 
pay in foregoing the tantalizing and dangerous game of 
trying to guess bottom. 

Moreover, in attempting to appraise the near-term out- 
look, purely seasonal factors cannot be ignored. Prospects 
for the two closing months of the year indicate business 
activity receding in most basic lines. There is normally a 
year-end increase in business and financial insolvencies. A 
powerful inertia of public attitude confronts any profes- 
sionally sponsored effort to lift stock prices, particularly 
if a technical springboard has not been provided by im- 
mediately preceding decline. 

Under these circumstances it appears a logical view that 
the higher stategy of political and banking sponsorship calls 
for a conservation of ammunition. Unless further Wash- 
ington stimulants prove imperative, it will be well to with- 
hold them until a more favorable setting offers promise of 
increased effectiveness. 
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That setting may be provided before the close of Decem- 
ber. It will come as we mentally “write off” the dis- 
astrous year 1931 and turn our thoughts with seasonal 
hopefulness to the reconstructive probabilities of the new 
year. Some recovery in business after the turn of the year 
may be normally anticipated and should be reflected in the 
security markets. It will carry with it the clear possi- 
bility . expanding into a beginning of genuine cyclical 
revival. 


Encouraging Signs 


Meanwhile, examination of our fundamental situation is 
not without impressive elements of reassurance. It is in- 
teresting to review the sequence of change in mental atti- 
tude that we have gone through in depression. When stock 
prices crashed down with sickening rapidity in 1929 we 
told ourselves glibly that it was merely a Wall Street panic, 
that business was fundamentally sound and that, unlike 
1920, commodity prices were not inflated. We whistled to 
keep up our courage and refused to face the facts. 

When at last we were. forced to admit that in respect 
to business readjustment and commodity deflation the de- 
pression did not differ essentially from those of the past we 
took comfort in the thought that at least it was not a money 
panic; that our credit position was impregnable. Yet the 
phase of market weakness which culminated October 5 was 
distinctively a reflection of money panic, both in this coun- 
try and abroad. 

Business readjustment is now substantially accomplished. 
Industrial activity is at or near bottom. Costs have been 
greatly lowered through wage deflation and the efficiencies 
of improved: management. Reduced prices have been 
widely accepted by business as the only sound method of 
stimulating demand. In a surprisingly large number of 


companies the results have already begun to show in im- 
proving margins of profit. However modest the difference 


in dollars, many of the third quarter statements, now be- 
ing published, unmistakably reveal progress in individual 
adjustment to the depression level. It is on a foundation 
of such adjustments that future profits will be built. 

Neither in the current earnings statistics nor the domestic 
business picture is there any fresh element of shock 
for the stock market. It expects little aid from this 
quarter and hence is not in a position to be gravely dis- 
appointed. 

Commodity markets, whose decline not long ago was re- 
garded by many economists as the chief obstacle blocking 
world revival, have now pursued a strikingly hopeful course 
for more than five months, offering the first convincing 
interlude of stability after a virtually straight-line descent 
from the 1929 peak. The first five months of this year 
witnessed a decline of approximately 15 per cent in average 
wholesale prices but the downward movement during the 
next five months and up to the present time has been ex- 
tended by only 2 per cent. Wheat and cotton in recent 
weeks have rallied decisively from the season’s lowest quo- 
tations, stimulated in large measure by improved foreign 
demand. 

In the low level of business activity and commodity prices 
we have realized our worst fears of a year ago and, accord- 
ingly, are fundamentally at a point from which the major 
change must necessarily be in the direction of recovery. 
Unfortunately, however, bear markets, like bull markets, 
usually end with emotionalism at the financial helm, rather 
than calm reason. 

Now that the realities are so near a fundamentally hope- 
ful base, we have come to an absurd psychological after- 
math of the process of change. Too many of us are 

(Please turn to page 44) 
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Monsieur Laval Presents the 
Compliments of France 


And Discovers That United States - 
Has a Few Aces in the Hole 


Against the background of the 
great pageant at Yorktown which 
reproduced that thrilling drama of 
150 years ago when the combined 
military forces of France and the 
United States humbled the British 
Empire, Premier Laval comes to 
Washington. Once again France is at 
the height of power and influence in 
the world. The infant nation with 
which she joined forces in the Revolu- 
tionary struggle is now become the 
most powerful nation of all. 
The French never neglect the scene. 
And the meeting was worthy of the 


ig was masterfully staged. 


By TuHroporE M. Knappen 








Three Problems Before the 
World 


The Question of Reparations 
and Other Political Debts. 


Disarmament and Revision of 


‘the Treaty of Versailles. 


Gold and Its Related Problems 
of Economic Well-Being. 








other political debts. 2. Disarma- 
ment and revision of the Treaty of 
Versailles. 3. Gold and its related 
problems of economic well-being. 

It was the first that primarily 
brought Laval to the United States. 

The three-cornered game of the 
United States financing both repara- 
tions and ally debts is up. No longer 
will the American investor put up 
the money for Germany to pay 
France and England and the other 
Allies, with which in turn they pay 
the Government of the United States. 
No American money for Germany, 
no German money for France, no 


setting. For after all is said and done 
France and the United States, acting 
together, can do more to insure peace in the world and 
prosperity to all nations than all the other powers together. 

But will they? Have the conferences between President 
Hoover and Premier Laval marked a real advance in that 
direction? 

In the first place, let us ask ourselves realistically why 
Laval came to America. It is true that the first informal 
suggestion from an official source that he call on President 
Hoover was made by Secretary of State Stimson when he 
was in Paris last summer. At that time Laval showed no 
interest in the suggestion. A little later he was eager to 
come, and responded quickly to an intimation from Am- 
bassador Edge that he would receive a cordial invitation 
from Washington if it was known there that it would be 
acceptable to him. Whatever the preliminaries, Laval came 
because he desired to and because the visit fitted in with 
the plans of that highly intelligent French diplomacy which 
never does anything that is not supported by cool and cal- 
culating thought. 


Three Major Problems 


France is now at the apex as a world power. The time 
to make hay is while the sun shines—cash in on success. 
Possibly never again will she be in such an advantageous 
position to propose plans for stabilization and rehabilitation 
‘that will revolve around the French sun. This is the 
French hour for securing the most favorable terms in the 
settlement of three great problems that confront the world 
and stand in the way of peace and prosperity. These 
three problems are: 1. The question of reparations and 
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French money for the United States. 
England is in the same boat with 
France only more so. While France is able to pay without 


collecting from Germany, England probably cannot meet . 


her next payments to the United States, with or without 
reparations annuities. President Hoover had already posed 
the question of what to do at the end of his international 
debts moratorium. 

The solution—the ultimate solution—is easy from the 
French point of view. If need be, reduce reparations to 
the unconditional 150 million dollars a year—most of which 
France gets—and cancel the Allies’ debts. That leaves 
France with all the profit of reparations and none of the 
debts of alliance. Germany can easily pay 150 million 
dollars a year, which is not a third of the interest on the 
United States war debt. 


Never Mind the American Taxpayer 


Nobody will suffer, it is pointed out, except the Ameri- 
can taxpayer who put up the money which the Allies owe 
to his government—and he is hardened to it. That is 
merely a question between the American taxpayer and his 
own government. And if the United States doesn’t like 
such a deal let her consult her bankers and economists. 
Some of them are persistently urging President Hoover to 
get rid of the whole German reparations and political debts 
mess at once. If, they say, reparations are not abolished 
or reduced to annuities that Germany can easily pay, 
Hitler's Nazis and the Reds will swamp Germany and all 
the fat will be in the fire. No reparations and no repay- 
ment of private loans in Germany. If Germany blows up, 
they add, all Europe will be in chaos. “Save Europe—and 
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us—and pass the cost to the American people,” is their 
plea. Of course, if reparations are sunk the Allies’ debts 
must go down with them. The economists declare that the 
dead horse war debts—representing nothing but passé 
destruction—are an unendurable burden on international 
trade, especially in view of prohibitive tariffs which in- 
terfere with international payments that must be mainly 
paid in goods and services. One of President Hoover's 
financial advisors says: “It may be better business to cancel 
the governmental debts than to collect them.” We are 
still strong for that international philanthropy which costs 
us so much and profits us so little. 


France Indifferent to Disarmament 


Disarmament is a subject that doesn’t interest France 
very much. But it interests the United States a lot. We 
naively think that if Europe can afford to spend five or six 
billions a year for armaments she ought to be able to pay 
off her borrowings from us. We also think that money 
spent on armaments is mostly economic waste, causing 
heavy taxation burdens, repressing the standard of living 
and withdrawing millions of men from productive toil and 
adequate consumption. President Hoover is intent upon a 
definite reduction of armaments. when the subject comes 
up at Geneva next year. 

Realizing that public opinion in America has not yet 
surrendered to the philosophy of the international bankers 
who piloted the United States into its present conflict 
of public and private in- 
terest regarding Ger- 
many, Laval made a 
definite, although con- 
tingent, proposal to 
President Hoover that 
both reparations and the 
Allies’ debts be scaled 25 
per cent. But here he 
met firm resistance. Re- 
treating from the policy 
he followed last summer, 
President Hoover re- 
fused any commitment 
regarding inter-govern- 
mental debts beyond, in 
the words of the joint 
statement: “We recog- 
nize that prior to the 
Hoover year of post- 
ponement some agree- 
ment regarding them 
may be necessary cover- 
ing the period of busi- 
ness depression.” 

Any steps in that 
direction are left to de- 
velopment within the 
structure of the Young 
Plan, and the initiative 
this time must come 
from the nations which 
are parties to the Treaty 
of Versailles and the 
Young Plan—not from 
the United States. This 
means that first of all 
Germany must seek re- 
lief along regularly con- 
stituted channels. After 
a Young Plan com- 
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mittee has reported (it may conceivably go so far as 
to suggest fundamental amendment of the plan) the 
United States will consider what it may do in the direction 
of modifying the payments of the Allies in accordance with 
its established formula of ability to pay. This last is under- 
stood—not written. 

Laval was well satisfied because the decision left the 
Treaty and reparations untouched by any formal action 
on the part of President Hoover—and yet he had made a 
gesture of reparations relief. Superficially, France is free 
to deal with Germany according to the letter of the law— 
the treaty of Versailles and its reparations amendments. 
On the other hand, President Hoover has emerged from 
the blandishments of the international bankers, the scheme 
to entrap him to saddle the war debts on America, and 
the sophistications of the economists, free to pursue an 
American policy. 


No Consultative Pact 


Laval shrewdly sought to trade on the President's in- 
tense interest in disarmament. The writer is informed that 
he offered to reduce France’s military budget by the amount 
France would be saved through any permanent revision of 
her governmental debt to the United States. This offer 
was coupled with a fervent plea by the French statesman 


for either some sort of a pact that would give France _ 


security against another German invasion or even a nebu- 
lous consultative pact that would bind the United States 
to do something to 
prevent a war of Ger- 
man aggression. On this 
Le point President Hoover 

> was inexorable. There- 
fore, the conference may 
be put down as a failure 
so far as any concession 
by France as to her army 
and navy are concerned. 
But the United States 
has escaped the danger 
of a political commit- 
ment that would en- 
tangle us in European 
rows. and perhaps lead 
us into another war 
“over there.” The un- 
dying hope of Europe to 
involve us in her diplo- 
matic snarls has been 
foiled once more. 

There remains the 
gold problem and its re- 
lated economic problems. 
France of late has been 
winning more battles 
with her gold than she 
won with her arms in 
the World War. 

She has maneuvered 
herself into such an in- 
ternational financial re- 
lation that she is the one 
nation to which gold 
‘always flows and from 
which it never returns. 
On balance she is 
always the world’s short- 
time creditor. 

(Please turn to page 47) 
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q Every depression carries the seed of its own recovery and just 
as the present decline was not recognized until 1929, so the 
return to normal may be in progress today though undetected. 


How Business Can Help Itself 


Natural Correctives Now at Work Can 
Be Hastened by Constructive Measures 


By NicHotas T. CatHoun 


bubble burst with a terrific bang and wholly with- 

out warning in the autumn of 1929. The analogy 
is superficial and misleading. Vast economic evolutions do 
not occur overnight. 

A far more accurate conception of what has happened 
to business can be had if we think of present conditions of 
depression as the final, serious manifestation of a disease 
whose germs took invisible hold upon us long before 1929. 
Indeed, it is clear in retrospect that the ailment was well 
developed by 1926 and should have been recognized and 
dealt with then. 

Judged by all former standards of business practice, we 
were on the crest of a boom in 1926. Business profits were 
good. The stock market had gone higher than ever before. 
The setting was what it always had been just prior to 
cyclical decline. Some industries actually started to decline. 

There were no natural economic factors to prevent a 
period of needed business rest, correction and readjust- 
ment. In this situation we made the fatal mistake of 
applying a series of artificial stimulants. 


W ‘i are in the habit of thinking that our prosperity 


Depression is Five Years Old 


Some of the germs of depression have their roots in the 
war, but there can be no doubt that American business 
first thrust its head recklessly into the noose of inflation 
during that part of the boom which followed 1926. It is 
difficult to apportion the blame. Some of it rests upon 
the Federal Reserve Board's easy money policy of 1927 
and upon the Board's failure to reverse that policy with 
sufficient firmness after it had let loose a wave of specula- 
tion. 

In finance, industry and trade the spirit of that period 
was a reckless disregard for conservatism and past experi- 
ence. Installment credit and high-pressure salesmanship 
saturated the markets. New luxury demands were created 
and skillfully fostered. Formerly conservative banking in- 
stitutions not only participated in the parade but gave it 
every encouragement. New security issues, many of doubt- 
ful merit, were created and unloaded upon a “prosperity- 
drunk” public to the tune of billions of dollars. 

It was largely an illusory prosperity. We felt rich be- 
cause security prices were going up, and yet the advance 
in stocks far outran any gain in real wealth or real in- 
come. Trade and industrial activity rested less upon a 
real gain in purchasing power than upon the mortgaging of 
future income upon a too hopeful basis and an all-around 
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expansion undertaken partly for banking profits and partly 
under the honest delusion that the whole pyramid of in- 
flation was genuine and permanent. 

All of that is over. The illusion is completely shattered. 
Our feet are back on the ground. 

This circumstance is the fundamentally favorable aspect 
of the present situation. The period we are entering should 
be a period of safe and sane business practice and of gradu- 
ally reviving public confidence. Most of the things we now 
fear are the results of original causes which are no longer 
operative. 

It is an inherently hopeful period because the only course 
left for banks, business men and individuals to steer in 
the next few years is a fundamentally sound course of re- 
construction. 


End of Deflation 


The 1929 delusion of a permanent boom proved to be the 
final end of inflation. It seems probable that the present 
delusion, entertained by a large section of the public, of a 
permanent depression can be taken as a signal that we are 
at or near the end of deflation. 

So far as public psychology is concerned, there is a lesson 
in the fact that our economic disease had got a firm hold 
upon us before it was recognizable. It is not equally likely 
that the cure can make much headway before it is recog- 
nized? ; 

Perhaps the difficulty is that the economic scene is too 
broad to comprehend more than a tiny part of it at any 
one time. It is constantly changing. To a certain extent 
prosperity and depression can exist side by side. Thus, 
various industries, including textiles, fertilizer and coal, 
were seriously depressed throughout the late boom. The 
textile industry is now well on the way to solid recovery, 
the result of its protracted period of correction and adjust- 
ment. 

There is also a geographical variation of economic move- 
ment. Of all sections of this country, New England shared 
least in the boom. Long before 1929 it had felt the pinch 
of depression as the textile industry shifted southward and 
the shoe industry westward. 

But today New England is the first section to show con- 
vincing signs of recovery and the section least affected 
by bank failures. Her improvement rests upon natural, 
fundamental business corrections worked out under the 
force of necessity and completed before the rest of the 
country began to experience decline. 
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If we have reached the point where the black spots, in- 
dustrially and geographically, will not get blacker and 
where the bright spots gradually will become brighter and 
more numerous, then we have actually made the basic turn 
and are at least moving toward the day when the major 
part of the vast composite of business will be bright. 


Natural Corrective Processes 


The most important processes of readjustment are vir- 
tually automatic and are now under way. There is an 
enforced check upon production and a steady accumulation 
of demand which must ultimately be filled. It is not merely 
) a matter of waiting for this painful gap between supply 
7) and demand to be closed. It is being aggressively whittled 
"= down by various means of bringing goods a bit nearer the 
7 reach of existing purchasing power. 

The decline in prices is in itself the greatest corrective 
factor, however slow it may be to bring about the ultimate 
revival and however desperate it may temporarily make the 
® plight of the least efficient producers. Low price and low 
® price alone can curb 
} excessive production. 
Moreover, low price 
is the sharpest pos- 
sible spur to business 
eficiency and the 
shortest cut to an 
improvement in de- 
mand. 

_ The lower the 
price level upon 
which business can 
be profitably con- 
ducted, the greater 
business activity and 
prosperity there will 

. In some in- 
stances there doubt- 
less will be an ulti- 
mate moderate re- 
covery in commodity 
prices, making the 
business road 
smoother but it is 
significant that in- 
dustry in general is 
not supinely waiting 
for this fortuitous 
turn of events. 

Instead, it is fol- 
lowing the much 
wiser course of bending every effort to adjust itself to the 
existing conditions. Every business man capable of stay- 
ing in the race has already had the lesson driven home that 
he must get his costs down. 

Cutting wage standards is only one means of doing this 
and, it is to be hoped, only a temporary means. Shrewd 
business men are much more concerned with obtaining the 
permanent advantages that result from improved methods 
of operation. 

If every corporation in this country would itemize and 
make public the efficiencies which it has devised in 
manufacture and distribution the document would make 
fascinating and inspiring reading. When the going is easy 
it is human nature to coast along on past momentum. De- 
pression and war have the saving grace of stimulating in- 
tensive mental and physical effort. Indeed, the greatest 
teacher of business is depression. The generally sound 
prosperity of the years 1922-1926 undoubtedly rested to a 
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far larger extent than is realized upon the lessons learned 
in 1921. 

Now business once more is back in the hardest of all 
schools. Here and there the beneficial results already are 
apparent. While the general level of earning power re- 
mains low, an increasing number of exceptions begin to 
stand out. In almost every field one or more corporations 
begins to break away from the pack, either in resisting the 
down-drag of depression or in actually increasing profits. 
This is particularly true in merchandising and must even- 
tually spread to even the most basic industries. 


Modernization of Plants 


. The management which can think of efficiency only in 
terms of wage cuts will find the going hard. In many in- 
stances there is need for modernization of obsolete plants 
and equipment and for more intensive mechanization. 
Despite stagnant business, well-run corporations will speed 
up their research and development work as never before. 
There is a glowing opportunity for new products of mass- 
market appeal and 
it is in the laboratory 
that these must have 
their inception. 

Moreover, our re- 
placement market 
has potentialities not 
yet scratched and 
this is always the 
largest market. To 
reach it depends 
only in part upon 
the actual using up 
of existing goods 
and properties. Ex- 
isting possessions can 
always be replaced 
by better ones—at 
the right price. In 
virtually every field 
of business there is 
vast room for im- 
provement of design 
and methods. Even 
in depression the 
sum total of busi- 
ness activity is enor- 
mous and there is 
always a market 
which the most effi- 
cient producer can 
reach if his product is sound in value and price. 

It is estimated, for example, that all types of construc- 
tion in this country during 1932 will amount to at least 
four billions of dollars. That is a substantial market. It 
can be made bigger by better construction methods which 
would encourage modernization of homes and even of ob- 
solete sections of cities. The residence of the future may 
be made largely of steel. 

Above all, however, effective management is a matter of 
welding a smooth-running organization which will obtain 
the greatest possible teamwork from its personnel. The 
company which so treats its personnel in this depression 
as to win its active loyalty will reap rich rewards in 
efficiency. 

With millions out of work every company has a chance 
to take its pick of applicants, replacing its least efficient 
employees with better workers and thus building solidly 

(Please turn to page 46) ° 
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Charles Benedict on: 


What the Hoover Plan Can 





Accomplish 


Can It Check Money Hoarding? 4 


commonly described as differing from those that 

preceded it in that there existed little or no credit 
stringency. With the continued decline in securities and 
commodities, the deflation of real estate and a bewildering 
volume of unfavorable news from abroad, however, this 
description became less and less faithful to actual condi- 
tions. The frozen position of loans took on a longer term 
aspect and caution and uncertainty gave way to out and 
out fear. Liquidity became the cry and desire of the day 
both on the part of institutions and individuals. Not only 
has money hoarding resulted but numerous banks that were 
fundamentally sound have found themselves in unusual 
difficulties if not actually faced with the prospect of suspen- 
sion. Unreasoning fear held the clasp of the national 
purse, and credit stringency became a very real phase 
of the present depression. 

It was such a setting which induced the program now 
known as the Hoover Financial Plan, designed to restore 
confidence and foster a credit easing through relief of the 
sore spots in the banking structure. 

Recognizing the impossibility of making effective at once 
amy measure involving legisla- 


f Pan a few months ago the present depression was 


when necessary to preserve their eligibility to bank ’ 


portfolios. , 


Taken as a whole the plan may be viewed as a construc 
tive attempt to rally the co-operative effort of the nation. © 
It has great advantages but at the same time it is not with | 
out its hazards as we shall see. ‘ 

Consider first the banking pool which is now organized | 
and beginning to function. By the pledging of only 2 per 
cent of total deposits represented by the clearing house 
association of the country, this central body composed of F 
leading bankers from each of the twelve Federal Reserve | 
districts is operating with a 500-million-dollar revolving , 
fund to relieve the loan position of banks in difficulties. F 
This does not mean that the mistakes of inherently un 
sound banking will be assumed or that institutions that | 
have been badly administered will be saved in all cases. 
A 500-million-dollar fund would be insignificant for any 
such unsound purpose. It does mean, however, that a 
bank with sound but slow loans and on which it has been 
unable to borrow in turn from its correspondent banks, 
which may be temporarily frozen by declining prices or 
obsessed with an urge for excessive liquidity, can apply to 
its regional administrative com: 
mittee of the Credit Cor 








tion or Congressional action, the 
plan first looks to co-operative 
effort from private sources. To 
this end the banking interests of 
the country have already been 
mobilized inte what was first 
known as the 500-Million-Dol- 
lar Banking Pool, and is now 
the National Credit Corp. It 
is the function of this privately 
administered organization to 
make available a portion of the 
combined resources of all par- 
titipating banks to the sound 


months. 


The National Credit Corporation, or 
banking pool, will be successful in its pur- 
pose if the public believes in its efficacy. 
In fact, the test of the whole Hoover Plan 
will be in whether or not it can check the 
panic-born hoarding tendencies which have 
brought such dire consequences in recent 


poration, make known the 
character of its loan position, 
and borrow from the revolving 
fund. 

The point may be raised 
again that even this sound prac: 
tice, however, would soon ex: 
haust a 500-million-dollar fund, 
and indeed it would, were it 
not for one very important in ¥ 
tangible factor without which * 
the whole plan falls anyway. 
That factor is confidence. If | 





depositors know that national 





but presently embarrassed few. 
This it will endeavor to do until 
suitable legislation makes operative the balance of the plan 
which is: (1) the establishment of a Finance Corporation 
similar in structure and purpose to the War Finance Corp. 
which served so satisfactorily during the war emergency, 
(2) the broadening of the Federal Reserve powers so 
that rediscounting of certain banking assets now ineligible 
will be possible, (3) the strengthening of the Federal 
Land banks through governmental stock subscription to 
further farm relief. Although not included in the original 
plan, nor even definitely stated as yet, it is also possible 
that Congress may be asked to provide a fund that 
will guarantee interest and principal on railway bonds 
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resources are behind their bank, 
there will be less inclination to withdraw funds through fear 
of failure. If the correspondent banks know that help is 
available and their own depositors are confident—they, and 
not the pool, will make the loan. In other words, the banking: 
pool will be successful in its purpose if the public believes 
in its eficacy. In fact the test of the whole Hoover Plan 
will be in whether or not it can check the hoarding ten 
dencies which have brought such dire consequences in re’ 
cent months. 
Under present plans this Credit Corporation is con: 
sidered only a temporary body to function until the Federal 
(Please turn to page 45) 
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States to the central banks of other countries, such 
as the Bank of France and the Bank of England. But 
instead of one central bank there are twelve autonomous 
but associated regional Reserve Banks. These banks are in 
no degree owned by the Federal Government. Each bank 
is owned, through actual stock ownership, by the national 
banks of its district and such qualified state banks and trust 
companies as elect to join the system. The system as a 
whole is supervised by the Federal Reserve Board in Wash- 
ington which consists of the Secretary of the Treasury, 
who is the chairman, the Comptroller of the Currency, who 
administers the laws relating to national banks, and six 
members appointed by the President of the United States 
for ten-year terms. One of the six is designated when 
appointed as Governor, and another as Vice-Governor. 
Three of the nine directors of each bank are chosen 
by the Federal Reserve Board—one of them being designated 
as the Federal Re- 


[T's Federal Reserve System corresponds in the United 


The Federal Reserve System 
in a Nutshell 


And How It is Affected by the Plan 





‘7 or 10 per cent of demand deposits, according to the 
location of the member bank. Reserves may be drawn 
against to meet the member bank’s liabilities but provision 


is made for promptly restoring the prescribed ratio. This 
concentration of reserves has enabled the banks to operate 
with less than half the reserves formerly considered 
necessary. The Reserve Banks must keep on hand in 
gold or lawful money 35 per cent of the reserve 
deposits. 

A Reserve Bank may lend to member banks to the extent 
of its capital and surplus plus 65 per cent of the amount 
of the reserves. Such loans, however, with the exception 
of those made on collaterally-secured promissory notes of 
member banks, are based only on self-liquidating instru- 
ments. That is to say on notes or acceptances which rep- 
resent a definite commercial or industrial operation, whose 
completion in a definite brief period will automatically liqui- 
date the obligation. It is this lending restriction which might 

be subject to modifi- 





serve Agent, and ane = 
other as deputy. The Ri. 
member banks elect |/" \ 
the other six directors, a 
three being bankers 
and three business- 
men. 

The Federal Re- 
serve may be thought 
of as a bank for mem- 
ber banks. In fact, 
one of its purposes is 
to afford its members 
borrowing resources. 
In addition by issuing 
Federal Reserve notes, 
it provides an elastic 
currency to serve the 
varying needs of 
business, facilitate the 
flow of funds from 
one region to another 
according to seasonal 
or other requirements 
and maintains a broad 
discount market for agricultural, industrial and commer- 
cial paper. 

The Reserve notes are issued against gold, and paper 
eligible for rediscounting deposits by the member banks. 

Each member bank is required to carry its reserve funds 
against deposits with the Federal Reserve Bank of the dis- 
trict. These reserves are 3 per cent of time deposits and 
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cation by Congress 
under the Hoover 
Financial Plan. It has 
been suggested for 
example that install- 
ment paperand munic- 
ipal paper might be 
made eligible by 
broadening the Re- 
serve Act so making 
bank borrowing easier. 
If, however, the 
Finance Corporation 
can be so established 
to take care of such 
now ineligible paper 
it would seem a far 
wiser policy to adhere 
to the original form 
of only self-liquidat- 
ing loans for Federal 
Reserve _rediscount, 
particularly since Re- 
serve loans form the 
base against which 
currency in the form of Federal Reserve notes may be 
issued. 

Each Federal Reserve Bank has authority to issue Federal 
Reserve notes upon due requisition from a member bank, 
but against such issues it must maintain a deposit of gold 
with its Federal Reserve agent to a minimum of 40 per 

(Please turn to page 46) 
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The Pros and Cons of 
Short-Selling 


Official Information Now Available Throws a New 


and Valuable Light Upon the Market Movement 


By Laurence STERN 








sponsible for recent months 
of devastating reaction in 
the stock market? 

Most economists, the Stock 
Exchange, and Wall Street in 
general take the negative side 
of this debate. They staunchly 
contend that short-selling did 
not whittle the market down 
to its present low estate and, 
indeed, that matters would be 
worse if the practice were 
abolished. 

On the other hand, a broad 
section of the public vocifer- 
ously blames its speculative 


|: short-selling largely re- 


The only major remedy that is needed in 
short-selling is to bring it out into the light of 
day. When the facts are known, the public’s 
fear of this mysterious factor will vanish and 
the politicians will have nothing to investigate. 

Figures of brokers’ loans are made public 
regularly, supplying an indication of the pro- 
portions of the speculative “long” account. 
The Stock Exchange at regular intervals 
should make public the average total short 
position in the market. 


be so—that one can sell what 
he does not own. It is not the 
purpose of this article to un- 
dertake their instruction in 
elementary economics. The 
majority of the readers of this 
magazine are aware that short- 
selling, in one form or another, 
is a normal and regular prac- 
tice in any number of fields 
of business—that merchants, 
manufacturers, contractors, 
jobbers and other business men 
habitually make contracts for 
the future delivery of goods 
which they do not possess at 
the time the contract is made 








and investment grief upon 

those vague and mysterious 

villains known as “the bears.” It would like to see the 
Stock Exchange skin these evildoers, who sell what they do 
not own, and nail their hides to the wall. 

Denunciations of the bears ring out from platform and 
press all over the country. As usual when any substantial 
number of Americans are excited about something, there 
is a cry for action. It ranges all the way from: “Abolish 
short-selling by law!” to “Put the bears in jail!” 


Threats of Political Action 


The controversy having been so extensively—but super- 
ficially—publicized, it is not surprising that it should 
already be finding political reflection. Numerous members 
of state legislatures and of Congress are even now lay- 
ing their plans to break boisterously into the limelight with 
proposals galore for sweeping investigations and restrictive 
legislation. 

Unfortunately, investigations of this kind never seem to 
achieve any permanent results, although perhaps offering 
a modicum of economic education to the investigators. 
There is nothing new in short-selling. It is as old as 
organized markets. It has come up for public airing and 
criticism in every panic and depression. Nothing of con- 
sequence has ever besn done about it. i: 

The reason nothing has been done about it is very simple. 
Quite aside from any question of speculative ethics or of 
economic effects, it is just as well to start with the funda- 
mental fact that short-selling is legal. Vast numbers of 
individuals doubtless are honestly puzzled that this should 
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and whose agreement to make 
delivery rests solely upon their 
knowledge or judgment that the designated goods can be 
acquired within the necessary time. 

A statute of-the State of New York, adopted in 1858 
and still extant, specifically declares the short sales of securi- 
ties to be legal. If this were repealed the practice would 
still be legal. It has repeatedly been held legal under the 
common law, as sustained by decisions of supreme courts 
in various states and by decision of the United States 
Supreme Court. It is quite likely that any new legislation 
seeking to abolish short-selling would be voided by the 
courts. 


Effective Restriction By the Exchange 


In short, if a remedy be needed, it is not likely to come 
from the law. The only effective means by which anything 
can be done lie in the hands of the officials of the New 
York Stock Exchange, which is a private organization with 
autocratic powers over the conduct of its members. 

Recognizing that the depression has focused an intent 
public scrutiny upon it, the Exchange has gone far in the 
effort to justify its policies, to tighten its regulations and 
to cultivate good will. It has imposed certain restrictions 
upon the practice of short-selling and particularly upon 
its abuses in the form of “bear raiding.” No doubt, how- 
ever, these very restrictions have strengthened the impres- 
sion of some critics that short-selling is an evil. 

The action of the Exchange in banning short-selling on 
September 21, due to the shock expected to be given the 
market by suspension of the gold standard in England, was 
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widely acclaimed but even more widely misinterpreted, as 
will later be explained. In a recent address of President 
Whitney, it has been made clearer than ever before that 
the institution will continue to permit short-selling and that 
its “bear raiding” restrictions will not materially hamper 
any legitimate short sale. 

It is probable that much of the agitation over short-selling 
is due to the mystery in which the practice is customarily 
shrouded. The bear.is and always has been a convenient 
scapegoat. No one knows exactly what he is doing. He 
can always be dragged into a daily financial column when 
newspaper writers face a scarcity of statistical facts with 
which to explain the obscurities of speculative sequence. 
For years the size and importance of the short account have 
been subject to careless conjecture and easy gossip. _- 

It has been easy to attach undue significance to this 
hidden factor simply because it is hidden. Nothing is so 
feared as the unknown, the mysterious. 


The Real Facts on Short-Selling 


Fortunately, the Stock Exchange has now made public 
for the first time some tangible and very interesting facts. 
They are not as complete as one would like but they are 
of great financial importance in providing the first reliable 
information as to the proportions of the short account and 
its relation to recent decline in the market. 

The institution’s present exhaustive check on short- 
selling was started on May 25, when the market's decline 
from the peak of the spring rally was in full force. The 
outstanding short interest on that date amounted, says Mr. 
Whitney, to 5,589,700 shares. At the same time the long 
account carried by brokers amounted to 59,000,000 shares 
or approximately ten times the short account. 

Between May 25 


fluctuations in many stocks tended to become wild and 
erratic. Reading, for example, opened at 48!/, spurted to 
75 and reacted to 62. It is officially stated that at one time 
that day there were orders to buy 8,000 shares of General 
Motors, with no stock offered for sale within many points 
of 3014, which was the last preceding quotation. There 
were similar abnormal situations in other issues. Within 
two hours the Governing Committee felt it necessary to 
authorize a limited amount of short-selling in order to main- 
tain a semblance of order in trading. 

Moreover, the figures recently issued by the Stock Ex- 
change show that the immediate danger presented itself 
of an over-rapid exhaustion of the cushion of short- 
covering, the complete using up of which would have left 
the market subject to possible disastrous decline even on a 
moderate volume of liquidation. 


Rapid Exhaustion of the Short Account 


In that one day, September 21, the short position de- 
creased by 544,000 shares. On the following day there 
was a decline of 535,000 shares. Thereafter fresh short» 
selling was permitted but, with minor interruptions, the 
trend of the short position continued downward. The 
figures show that on October 5, when the market reached 
the lowest level of the year to date, the total short interest 
had fallen to 2,612,000 shares, or less than half the total 
of May 25. 

There is available one other bit of extremely interesting 
official information. On September 21 the short account 
comprised the commitments of 9,369 separate accounts. The 
Exchange asserts that analysis of these accounts “failed to 
disclose any single individual or group of individuals who 
might be said to be dominant factors on the short side of 
the market.” On the 
contrary, the short ac- 





and June 2, according 
to the Exchange's fig- 
ures, the short interest 
declined substantially 
and there was a further 
shrinkage on the 
“moratorium rally.” 
Through August the 
short interest increased 
somewhat. It advanced 
to 4,480,000 shares on 
September 11 but on 
September 18, shortly 
before the British crisis 
struck the market, it 
had fallen to 4,241,000 
shares. 

On September 21 
the existing short ac- 
count, which was 3,- 
697,000 shares, ap- 
peared to be the only 
effective cushion under 
the market and, in the 
opinion of the Govern- 
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counts averaged 400 
shares of stock each. 

In the light of these 
figures it is impossible 
to escape the conclusion 
that public and politi- 
cal hysteria over short’ 
selling is fallacious to 
the point of absurdity. 
The results demon- 
strate that short-selling 
in recent months has 
been but a minor fac- 
tor in a liquidating 
market and, moreover, 
that it serves a useful 
and practical market 
function as a cushion 
of compulsory demand 
in time of crisis. 

In view of the mar- 
ket’s action during the 
04 last four or five years, 
of course, it is clear 
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ing Committee, the 
only alternative to clos- 
ing the Exchange or establishing minimum prices was the 
virtually forced employment of this cushion. Short-selling 
was banned not to prevent selling so much as to induce 
covering of these previously contracted short commitments. 
The psychological effect was what had been anticipated. 
There was rapid short-covering and the market rallied. 

It is now clear, however, that under the surface matters 
were far from reassuring. With short-selling eliminated, 
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that some of the advan- 
tages claimed for short- 
selling are much less effective than had been anticipated in 
theory. Short-selling is supposed to limit excessive advance 
and excessive decline. So far as the broader market move- 
ment of recent years is concerned, it certainly would not 
seem to have had this result. 

Yet it is no valid argument against short-selling to 
acknowledge that its normal functions were substantially 

(Please turn to page 43) 
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As the Investor Sees 


Wage Reductions 


How Cuts in Wages and Salaries May 


HE A. B. C. COMPANY announces a salary and 
wage reduction of 10 per cent affecting all its em- 
ployees. The reactions to this move are curiously 
different, depending, as is human nature the world over, 
upon whose bull is gored. Absolutely unjustified, says the 
wage-earner who, under present conditions, cannot launch 
a counter attack. Pretty poor business, says the retail store 
owner, but with less emphasis. Hurrah! says the investor 
with no reservations whatsoever. 

Peculiarly enough, considerable logic can be mobilized 
to support all three different viewpoints. Nevertheless, we 
are frankly going to take one only—that of the investor— 
and merely acknowledge that perhaps some of the benefits 
which are expected to accrue to him may be tempered by 
the curtailment of purchasing power on the part of the 
general public. 

On the whole it may be said that the American employer 
fought well to maintain the old scales. The situation, how- 
ever, became too much for him. Revenues declined while 
overhead and labor costs ran on. Reduction became im- 
perative in many lines. First of all, as is customary in 
these circumstances, it was the so-called white collar class 
which took the brunt of the reductions. Lack of organization 
and a growing number clamoring for employment, may be 
put as the causes. But now it 
seems that labor must bear its 


Be Reflected in Per Share Earnings 


By J. C. CiiFForp 








so, for volume and profits have held up considerably above 
most lines of endeavor. In regard to the railroads, their 
labor is in a special category. In the first place it is highly 
organized. 

In the second place there are contractual agreements 
between employer and employee, so that any change might 
be necessarily a matter of long negotiation. Later, how- 
ever, we will return to the carriers in an attempt to esti- 
mate what a reduction might mean. 

It is difficult to assign a satisfactory reason why the oil 
industry has refrained from reducing wage scales. Per- 
haps it may be attributed to its close alliance with the auto- 
mobile industry. Here wages, except in few instances, 
have not been cut because it is recognized that the very 
existence of the automobile depends upon the surplus buy- 
ing power of great masses of people. 

Despite the fact that automobile manufacturers on the 
whole have maintained wage scales, salary reductions have 
not been uncommon. General Motors, for example, re- 
cently announced a reduction in salaries varying between 
10 per cent and 20 per cent to go into effect on October 1. 
It is estimated that this move will result in a saving of $8,- 
000,000 annually, or about 18 cents a share on the com- 
pany’s 43,500,000 shares of common stock. It might be 
mentioned in passing that Gen- 
eral Motors’ payroll for the year 








share of the burden. In late 
months, many large corpora- 
tions have announced that they 
to reduce the wages 
id to their workmen. What 
do these wage and salary cuts 
mean to the hard hit investor 
who has seen his income crum- 
ble from successive dividend re- 
ductions? Brick, Tile, etc. 
First of all let us see in a 
general way what industries are Clothing 
most affected. In some lines Cotton 
wage reductions have been 
Lumber 


widespread; others have almost 
the movement. Food, Mining 
Paper and Pulp 


General 


railroads, oil and automobiles 
are among the principal indus- 


tries in the country where Steel 
wages have not been generally tee 
cut Stores 


In the case of “food” there 


Table I 


Leading Industries in Which Wage 
Cuts Have Been 


Electrical Equipment 


1930 totaled nearly $280,000,- 
000. If no reductions had been 
made, possibly: it would have 
amounted to $250,000,000 in the 
current year. Assuming that $60,- 
000,000 of this latter figure rep- 
resents salaries which have al- 
ready been reduced, then Gen- 
eral Motors is still disbursing 
some $190,000,000 in wages 
annually under an unmodified 
scale. In the event of a reduc- 
tion of 10 per cent in this item, 
the company would effect a fur- 
Food ther saving equal to about 40 
= cents a share on its outstand- 

Oil ing common stock. 
Public Utilities Peshaps. the most interesting 
x announcement of all, from 
Railroads the standpoint of the invest- 
Tobacco ing fraternity, occurred on Sep- 
tember 22, when the United 
States Steel Corp. and Bethle- 
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has been little excuse to do 
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hem Steel Corp. stated that they proposed to reduce wages 10 
per cent. (The former had previously cut salaries by 10 to 
15 per cent.) This was particularly important as represent- 
ing the bellwether of industry in this country and was also 
more than ordinarily interesting as more data is available on 
which to base estimates of its effects than is usually the case. 

Last year the Steel Corp. disbursed 
more than $391,000,000 in wages and 





or about $5 a share on the 500,000 shares of 7 per cent 
first preferred stock outstanding. For the first six months 
of this year the company showed earnings of $2.53 a share 
on this issue. 

The American Rolling Mill Co. and subsidiaries employed 
some 10,000 men at the end of last year. On this basis 
the payroll would be about $15,000,- 
000 a year. Allowing for the decline 








salaries. For 1931, it will of course 
be considerably less than this, but in 
any event the company has effected a 
saving in payroll equivalent to some 
$30,000,000 a year. This is equal to 
about $3.40 a share on the company’s 
8,701,371 shares of common stock. As 
the reductions went into effect as of 
October 1, it means about 80 cents a 
share on the common stock this year, a 
sum which is not unlikely to be the 
difference between failure to cover en- 
tirely preferred dividends and earnings 
of a few cents a share on the common. 
The company, of course, is certain to 
show a deficit after common dividends. 

Bethlehem’s most recent wage cut is 
estimated to affect about 50,000 em- 
ployees. Previously, the company’s 
white collar staff had been put on re- 
duced time, for less money, although 
nothing has been heard of a reduction 
in salary scales. Last year, Bethlehem’s 
wage bill totaled about $108,000,000. 
This year, it is estimated to be about 
$85,000,000, taking into consideration 
the company’s recent expansion, so that 
the 10 per cent cut means a saving 
of $8,500,000 annually. For the first 


Table II 


Among the Companies 
Which Have Announced a 
Reduction in Wage Scales 
Over the Past Few Months. 


Aluminum Co. of America 
American Rolling Mill 
American Smelting & Refining 
Anaconda Copper 
Bethlehem Steel 
Colorado Fuel & Iron 
General Refractories 
Inland Steel 
National Steel 
Procter & Gamble 
Republic Steel 
U. S. Steel 
Western Union 
Youngstown Sheet & Tube 


in activity which has taken place in 
the meantime, its present disbursements 
in this connection are probably run- 
ning in the neighborhood of $10,000,- 
000 yearly. The saving effected will 
therefore be something over $1,000,000 
(salaries have been reduced 15 per 
cent and other readjustments made). 
The company reported a consolidated 
net loss of $503,546 after depreciation, 
interest and Federal taxes for the six 
months ended June 30, 1931. 

While a reduction of railroad wages 
during the near future is an extremely 
uncertain matter for reasons given 
above, it is not outside the realm of 
possibility and it is therefore interest- 
ing to speculate upon the very real 
difference to the carriers that such a 
development would make. For 1930, 
the operating revenues of the Class 1 
railroads in this country totaled 5.281 
billion dollars. Operating expenses 
amounted to 3.931 billion dollars of 
which about 2.400 billion dollars rep- 
resented wages and salaries. For the 
present year it is estimated that operat- 
ing revenues will amount to about four 
billions and operating expense to about 








six months of this year Bethlehem re- 
ported earnings equal to $3.39 a share 
on 1,000,000 shares of 7 per cent preferred stock. There- 
fore, even though the preferred dividend can hardly be 
earned for the full year 1931, the results will be at least 
21 cents a share better than they would have been had 
the reduction in wages not been effected. 


Another important enterprise to reduce wages in recent 
weeks is the Procter & Gamble Co. The reduction was 
reported to affect all employees and executives and to be 
between 10 and 15 per cent. In this case the savings are very 
difficult to estimate. The company has been expanding very 
rapidly, and even though it specified all employees, it is 
not disclosed whether the cut includes workers in foreign 
subsidiaries or not. Wages in England, for example have 
already been reduced in effect by the depreciation of the 
pound sterling. 

Nevertheless, it might be estimated that an annual pay- 
roll of more than $20,000,000 has been affected and that 
the resultant saving will be about $2,500,000 yearly. The 
saving therefore will equal something more than 35 cents 
a share on the company’s 6,410,000 shares of outstanding 
common stock. Actual earnings for the year ended June 
30 last were equivalent to $3.37 a common share. ! 

American Smelting &@ Refining Co. and the American 
Rolling Mill Co. are among others which have announced 
a reduction of 10 per cent in wages. The first of these 
employed about 24,000 men at the end of last year. This 
would indicate a payroll of about $40,000,000 annually. 
The business, however, has been hard hit by general con- 
ditions and to be on the conservative side it may be said 
the wage reduction will not affect a payroll of more than 
$25,000,000. The saving then would be $2,500,000 annually 
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3.3 billions, of which about two billions 
will represent wages and _ salaries. 
A 10 per cent reduction here resulting in a saving at the 
rate of $200,000,000 a year would undoubtedly be a great 
aid in restoring to the roads some of their lost credit stand- 
ing. 

Is this a better method of rescuing the roads than the 
one they are now trying which entails the raising of freight 
rates? The evidence would seem to indicate an affirmative 
answer. Part of the railroads’ trouble is attributed to truck 
competition and the best way to combat this would seem 
to lie in reducing rates rather than raising them. Further- 
more, it would appear to augment the difficulties of the 
American business man, struggling with deflation in every- 
thing else, should his transportation costs even stand still, 
let alone be raised. There is a growing conviction evi- 
denced by the recent statements of prominent railroad 
executives that this division of labor also must bear its share 
of the general burden. 

While an attempt has been made to translate the recently 
announced reduction in wage scales into dollars and cents 
from the investor’s standpoint, it must be remembered that 
the task necessarily involves a certain amount of conjecture 
and estimation. There is little up-to-date data available. 
Under these conditions it is impossible to make precise 
appraisal of the savings effected. Working time is known 
to have been very materially reduced in recent months 
but to what extent it is impossible to say. 

Furthermore, the savings effected are not static. They 
vary with the volume of business. With business at a low 
ebb, as it is at the moment, men are laid off. Others work 
reduced time and even should hourly rates remain at the 
(Please turn to page 42) 
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HE railroads of the United 
States, with disappointment, re- 
luctance and misgivings, are 

likely to accept, in lieu of their appli- 
cation for a blanket 15% increase in 
freight rates, most of the suggestions 
of the Interstate Commerce Commis- 
sion for meeting, temporarily, the 
financial emergency with which all 
but the strongest of them are con- 
fronted. At this writing they are 
seeking modifications from the Com- 
mission of the proposed pooling of 
the increased gross revenues, believing 
that any part thereof contributed by 
strong roads to weak roads should be 
returned before dividends are paid, 
and that contributions aoad be 
limited to Class 1 railroads, the short 
lines being excluded. 

The decision is complicated in the 
extreme, invelves many profound 
problems and apparently foreshadows 
radical changes in the requirements 
of the Commission in its future regu- 
lation of the carriers. 


To Protect the Bonds 


Before attempting an explanation 
of the document, attention should be 
called to the fact that the movement 
for a substantial increase in freight 
rates did not originate with the rail- 
roads, but with the savings banks and 
insurance companies, both of which 
own many millions of railroad bonds. 
The directors and officials of those in- 
stitutions took the ground some months 
ago that the railroads were not doing 
what they should to protect their bonds 
and that the first step to be taken in 
that direction was an application to the 
I. C. C. for a material readjustment 
upward of freight rates. Most of the 
leading railway executives did not 
favor this idea but felt they were com- 
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Will the Freight Rate Increase 
Help the Railroads? 


Pooling the Increased Reve- 
nues Introduces New Factor 


By Pierce H. Futton 








pelled to do the best they could with it. 
In reality, the decision that the com- 
mission has handed down is more an 
emergency measure to protect railroad 
bonds held by institutions of various 
kinds that are custodians of the people's 
savings, and likewise by individuals, 
than it is a step to readjust, in a broad 
way, the freight rate structure of the 
railroads of the United States. Whether 
freight rates are too low or too high 
must still be decided in due time. 
With this understanding of the real 
situation, the best that can be done 
with the decision at this early stage is 
to set forth its most salient features 
and to interpret their probable effect 













upon the credit of the railroads, the 
status of their bonds and the market 
for both their bonds and stocks. 

Roughly, the I. C. C. proposes that 
from the time the plan becomes ef- 
fective, until March 31, 1933, unless 
that date should then be extended, the 
railroads be allowed to charge certain 
increases in rates on certain classes of 
freight. Those increases range from 
1 cent per 100 pounds on oranges, 
grapefruit, other citrus fruits and 
various other commodities, including 
refined petroleum, to $6 per car on 
iron, scrap iron and steel, crude pe- 
troleum and some other products. 

These specific increases and others, 
notably $3 per car on both anthracite 
‘and bituminous coal, the most com- 
mon and important ores and various 
building materials, are expected to 
yield the necessary additional gross 
earnings. 

The Commission estimates that the 
amount will be from $100,000,000 to 
$125,000,000 a year. These figures 
are in contrast with the $400,000,000, 
or even $500,000,000, that the rail- 
roads estimated would accrue from 
the general 15% increase in freight 

rates called for in their application, 
filed with the Commission last June. 
There is to be no increase on wheat, 
corn, oats, barley, rye, other grains, 
fresh apples, fresh berries, grapes and 
peaches, other fresh fruits, Irish pota- 
toes, cattle and various other less im- 
portant commodities, but generally 
classified as agricultural. 


Increased Revenues Pooled 


The increased revenues from the 
higher freight rates proposed by the 
Commission are to be turned over by 
the carriers to constitute a fund with 
which to meet deficiencies on fixed 
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charges of railroads, unable during the 
life of the scheme, to earn those charges. 
How this fund is to be collected, kept 
and administered is yet to be deter- 
mined by the railroads and approved 
by the I. C. C. The plan must be sub- 
mitted to that body on or before De- 
cember 1, next. It is assumed that some 
sort of a bureau, directed by experi- 
enced railroad men, and manned by a 
corps of competent accountants, will be 
set up. It can be seen at a glance that 
its duties will be numerous, compli- 
cated and difficult. It is suggested 
in the decision that any unused 
part of the fund at the end of every 
six months, some other convenient 
period, or at the expiration of the 
scheme, should revert to the contribu- 
ting roads. 

It should be definitely understood 
that no part of these increased gross 
revenues can be kept by the individual 
roads to be applied toward their own 
fixed charges even, much less current 
or deferred maintenance or dividends. 
All such revenues must be turned in to 
the common fund. Seemingly any 
road, big or small, strong or weak, 
needing money to meet a part or all 
of these fixed charges must first turn in 
the increased gross revenues and 
then apply for whatever help may be 
needed. 

The main objective of the I. C. C. 
is to help railroad credit, in the present 
emergency, and this by enabling the 
railroads to set up a fund for meeting 
deficiencies on fixed charges, by which 
is meant chiefly interest on bonds that 
must be paid, not adjustment or income 
bonds. By this method the adverse ef- 
fect upon railroad credit of receiver- 
ships is to be averted and confidence in 
railroad bonds, for the time being at 
least, measurably restored. The Com- 
mission stipulates that railroads already 
in receivership are not to contribute to 
the fund nor to benefit therefrom. The 
Seaboard Air Line would be the most 
notable company to be excluded. 

Another highly important point that 
is not discussed by the Commission in 
its decision is the policy to be pursued 
by the railroads, when 





quire its discontinuance as a condition 
to acceptance of the plan to be pre- 
sented by the railroads for carrying out 
its suggestions as to rate increases. If 
this be so, it would seem reasonable to 
expect further revisions downward, and 
even omissions of dividends, for the last 
quarter of this year, by railroads that 
have been paying them under the cir- 
cumstances indicated. 


The suggestions of the Commission 
for increasing, temporarily, gross rev- 
enues, are based on ideas at complete 
variance with those on which the ap- 
plication of the railroads for a general 
increase of 15% in freight rates was 
made. The I. C. C. alleges that the big 
decreases in gross earnings since No- 
vember 1, 1929, have not been due to 
unreasonably low rates but to unjusti- 
fiable competition between the carriers, 
indulgence in equally unjustifiable 
“practices” and chiefly to the business 
depression. With the elimination of 
that competition and those practices 
and with a return to normal business 
conditions, the I. C. C. maintains that 
the rate level will be found to be suf- 
ficiently high. 


The Point of Difference 


The railroads, in their application for 


the 15% increase, held that rates had 


been “whittled” down to such a low 
level by the Commission that there 
should be a general lifting to the ex- 
tent of 15%, under which readjust- 
ments and concessions would be made 
to meet specific situations. Here is the 
big point of difference between the po- 
sition of the Commission and that of 
the railroads. Here is where the latter 
feel that the former has failed abso- 
lutely to provide for future emergen- 
cies similar to that with which the rail- 
roads are now confronted. 

With the boom business of 1929, 
and the rate level then prevailing, the 
railroads could earn their fixed charges, 
reasonable dividends and good sized 
surpluses in the case of the strongest 
companies, but not the full 534% on 
their property investment permitted 





by the Transportation Act. With the 
greatly reduced volume of business 
this year, for which the railroads are 
not to blame, and with the reductions 
in rates ordered by the Commission, 
even since the application for the in- 
crease was filed, only a very few of the 
strongest companies will be able to earn 
the common dividend that they have 
been paying. Not a few good sized 
ones will fall short of earning even 
their fixed charges. 


The railroads believe that if the rate 
level had been raised as they suggested, 
it would be possible for every well 
managed carrier to at least earn its 
fixed charges in lean years, and in good 
ones to make a reasonable return for 
its stockholders. The railroads point 
out also that more than this is necessary 
if railroad credit is to be maintained 
at such a level that new capital can be 
obtained on reasonable terms. A com- 
pany that cannot earn a substantial 
surplus over a reasonable common divi- 
dend, cannot sell its stock on such 
terms. It must revert to the sale of 
bonds or short term notes, both of 
which carry a fixed charge. In other 
words, a railroad cannot maintain its 
credit by simply being able to earn its 
fixed charges and dividends. 

Of course, the most radical feature 
of the Commission's decision is the pro- 
posal that the increased gross revenues 
resulting from the higher freight rates 
will be pooled. Carriers have been op- 
posed to the pooling of facilities, ex- 
cept in the most limited ways. Ap- 
parently the idea of the Commission is 


‘ that the railroads should pool all that 


they have, to a steadily increasing ex- 
tent, with a view to reducing the cost 
of operation and making possible still 
better service for the public. This may 
prove to be the new order, but before 
it becomes effective there is bound to be 
active discussion and considerable op- 
position. 

Strictly encouraging features of the 
decision are such statements as “the 
railroads now furnish the backbone of 
the transportation system of the coun- 
try and we believe this will be the situ- 
ation for a long time 
to come.” The Com- 





the plan is in effect, 
with respect to the 
continued payment of 
unearned _ dividends 
out of treasury cash, 
or even borrowed 
money, when fixed 
charges have not been 
fully earned. i 
practice has been in- 
dulged in by several 
well-known railroads 
so far this year. It 
would seem that the 
Commission would re- 
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mission also said that 
the railroads have 
made great strides in 
improving their serv- 
ice and at the same 
time have operated 
with greater efficiency 
and economy. It 
recommends the re- 
peal of the recapture 
clause of the Trans- 
portation Act, which 

(Please turn 

to page 46) . 
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NEW YORK STEAM 





Turning Steam Into Dollars 


Expanding Business and Rising 
Earnings Characterize Steam Utility 


HOULD one need water, it is sup- 
S plied at the mere turn of a tap. 
Disappointment is suffered so sel- 
dom that if water failed to materialize 
the first reaction would probably be 
surprise and the second anger. There 
is the same infallibility about the sup- 
ply of gas. Likewise electricity. We 
move a little lever on the wall expect- 
ing light—and get it. There seems to 
be no immutable reason why a satis 
factory supply of heat should not be 
a matter equally simple. 

Yet, many continue to reside in 
apartment houses where a frantic 
knocking and hammering on the radi- 
ator is the universally recognized signal 
for the janitor to stoke his fire and 
open up the drafts. Those possessing 
their own homes withstand the winter 
only through their own unremitting 
toil and the grace of the gods. The 
whole procedure is a troublesome, 
messy and expensive business. Why 
should people not be able to turn a 
valve expecting heat—and get it? No 
mess. No dirt. No smoke. No ashes 
to be removed. No janitor to rouse. 
No coal trucks blocking the street. No 
coal over the sidewalk. And piping 
hot radiators day and 


By Putri Dosss 


others similarly engaged scattered 
throughout the country. 

In 1880, the Board of Aldermen of 
the City of New York granted a fran- 
chise for the laying of mains in any 
of the streets in the island of Man- 
hattan for the purpose of supplying 
steam for heating, power and cooking 
purposes. And so came into being the 
present company’s predecessor, the 
New York Steam Co. 

The enterprise failed to prosper ex- 
cept on a very moderate scale. There 
were violent internal arguments—a 
house divided against itself. The rate 
structure was inelastic. Then the war, 
with its rising costs, which resulted in 
disaster. 

After reorganization in 1921, how- 
ever, the company found itself, and 
some of the tremendous possibilities be- 
gan to be realized. 

It has often been said that the mak- 
ing of money is the inevitable result 
of rendering an_ essential service 
cheaper and more conveniently than 
it has been rendered before. That 
the service rendered by the New York 
Steam Corp. is more convenient than 
the old system is obvious; that it is 


cheaper will shortly be made clear. 
Boilers and their subsidiary equipment 
are an expensive item in any building 
and their elimination means the saving 
of substantial capital charges. Further- 
more, in our big cities where every cubic 
foot of space counts, they take up valu- 
able room, particularly the chimney. 
There is also, in the case of a big build- 
ing, the expense of a salaried, licensed 
personnel with all its inherent possibili- 
ties for trouble making. 

True, New York Steam must main- 
tain boilers and equipment, but these 
are of tremendous capacity and great 
efficiency, rendered still more efficient 
by the latest in auxiliary machinery. 
Furthermore, they are located outside 
the areas of staggeringly high rents. 
The company must also build and 
maintain mains for the delivery of its 
steam. These are substantial steel pipes. 
provided with expansion joints, in- 
sulated throughout, and laid in a con- 
crete and hollow-tile conduit. This ex- 
tensive capital and maintenance ex- 
pense is vastly less than the aggregate of 
numerous independent private plants. 
In addition to which the company pos- 
sesses the added advantage of being 
enabled to buy its coal in 
bulk and having it shipped 





night, summer as well as 
winter if you want it so. 

This is not a dream of 
paradise, for such condi- 
tions actually exist. Be- 
hind the seeming miracle 
there is of course a com- 
pany just as there is an 
unostentatious company 
behind the tap from which 
water so easily and in- 
evitably flows. An in- 
stance is the New York 
Steam Corp., although 


MILLIONS OF DOLLARS 





New York STEAM Corp. 


NET INCOME FOR YEARS ENDED 6/30 


#® YEAR ENDED DEC.31ST 


direct to its plants, all be- 
ing located within a 
stone’s throw of the 
water's edge. 

In short, it is estimated 
that steam can be sup- 
plied by the company 
often for as little as half 
what it would cost one of 
these modern New York 
buildings to generate it 
independently. 

New York Steam Corp. 
operates in two separate 








there are a number of 
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zones. The first of these is the resi- 
dential and business section which has 
as its main axis Madison Avenue and 
extends as far as Eighty-ninth Street in 
the north and Twenty-seventh Street 
in the south. This area includes the 
canyon city which surrounds the Grand 
Central Terminal and among others are 
served the huge Chanin, Chrysler, 
Graybar and Empire State buildings. - 

The other area is New York's down- 
town business section. Generally speak- 
ing, it covers the majority of important 
buildings south of Chambers Street. 

The two areas are operated inde- 
pendently. The first is served by the 
company’s East River plants located at 
Fifty-ninth Street, Sixtieth Street and 
by the Kips Bay station at 
Thirty-fourth Street. It is 
also served by steam bought 
from the New York Edison's 
waterside stations at Thirty- 
ninth Street and its Fourteenth 
Street station. Last year, 
Kips Bay, following the addi- 
tion of a new unit was oper- 
ated as a base-load plant, the 
company’s other two stations 
being operated only part of 
the time. To better serve this 
area, it is planned to have in 
operation another plant at 
Ninety-sixth Street by the fall 
of 1932. 

In addition to these plants, 
New York Steam Corp. oper- 
ates a service building at 
Thirty-sixth Street and the 
East River, which contains a 
machine shop, garage, labora- 
tories and extensive storage 
facilities. 

The down-town area is 
served by the Burling Slip 
station located at the east end 
of John Street. It was not 
long ago that the company was 
obliged to very materially in- 
crease the capacity of this 
plant in order to comply with 
the growing demands of many 
new office structures in lower 
Manhattan. 

While the two areas are op- 
erated separately at the moment, it will 
probably not be long before they be- 
come interlocked one with the other, 
for the up-town area is gradually 
creeping south, and service in the 
down-town section is gradually being 
extended northwards. 

As the business of New York Steam 
is highly seasonal in character, the sum- 
mer demand falling to a fraction of the 
winter’s requirements, the joining to- 
gether of the two areas is much to be 
desired. It might quite easily mean 
that the Burling Slip station could be 
closed down for the summer, the Kips 
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Bay station serving both up-town as 


well as down-town customers during 
this season, thereby effecting substan- 
tial economies. 

New York Steam Corp. is classed as 
a public utility and therefore comes 
under the jurisdiction of the Public 
Service Commission. Its rates, how- 
ever, are more flexible than those of 
many other public utilities. They vary 
with the price of coal, which eliminates 
a repetition of the disastrous war-time 
difficulties. They also vary as to the 
type of service, there being for example 
a “general service” rate, a power rate 
and an apartment house rate. Finally, 
they all move lower as the quantity 
of steam consumed increases. Steam is 


consistent gains, the upward trend hav- 
ing been particularly vigorous during 
the last few years. For 1923, gross 
revenues totaled $3,731,000 and re- 
sulted in net income of $216,000. 
During 1930, the former amounted to 
$9,467,000 and the latter to $2,969,- 
000. For the later period net income 
was equivalent to $2.95 a share on the 
360,000 shares of outstanding common 
stock and compared with $2.77 a share 
on 240,000 shares in the previous 
year. 

Dividends on the common stock were 
only initiated at the beginning of the 
present year, the rate being $2.60 
annually. As the issue is currently 
selling around $55 a share on the New 
York Curb Exchange, the 
yield afforded is about 434%. 














Kips Bay Station of the New York Steam Co. 
at 34th Street and East River 


metered and sold by the pound. Last 
year the company obtained an average 
revenue of 95.6 cents per thousand 
pounds. 

The capitalization of New York 
Steam Corp. consists of 41,930 shares 
of $7 cumulative preferred stock series 
“A,” 58,070 shares of $6 cumulative 
preferred stock, followed by 360,000 
shares of common stock, all being of 
no-par value. Funded debt is slightly 
less than $20,000,000 in two series of 
first mortgage bonds. Since the com- 
pany’s reorganization ten years ago, 
both gross and net income have made 


It should be noted that all the 
company’s other outstanding 
securities are listed on the 
New York Stock Exchange, 
where they sell at prices which 
indicate a favorable invest- 
ment standing. 

While it must be admitted 
that the speculative possibili- 
ties in such a company as New 
York Steam Corp., which is 
controlled through ownershi 
of about 74% of its seers 
ing common stock by the Con- 
solidated Gas Co. of New 
York, is lessened by this con- 
trol, it is not often that one 
encounters an enterprise which 
gives such clear evidence of 
future potentialities. | Not 
only is this shown concretely 
by increasing gross and net 
revenues up to the end of last 
year, but there has been a 
steady flow of announcements 
that the company had obtained 
important contracts since then. 

Among the latest of these 
contracts was one to supply 
steam to all Federal buildings 
on the island of Manhattan 
and also to those which may 
be erected in the future. It 
is believed that even at the 
present time some 500 million 
pounds of steam will be sold under 
this contract. This alone means a 5% 
increase in gross revenues over those of 
last year. 

A contract meaning much the same 
increase in business was signed recently 
by which New York Steam is to supply 
all the steam for the Pennsylvania 
Station and also the Hotel Pennsyl- 
vania. 

The contract involves steam for heat- 
ing both the terminal and also the rail- 
road cars. In addition it will be needed 
for power purposes which include re- 
(Please turn to page 43) 





25 























Where Dividends Are Safe and 
Prospects Bright 








At this time of crumbling security prices it is not difficult to discover issues affording a very high 
rate of return. Unfortunately for the investor, however, the high yields are often no more than nominal 
as they may be revised at the next dividend meeting. Attempting to overcome this difficulty we have 
selected a number of issues affording reasonably good returns which, moreover, are well protected by 
excess earning power even during the present period of curtailed corporate profits. In addition to this, 
the field has been narrowed still further by includiig only those which may be said to have at least 


fair prospects. 








United States Gypsum Co. 


RIGINALLY formed in 1901 as a merger of a num- 
ber of gypsum companies, U. S. Gypsum has gradu- 
ally expanded until it is one of the most important 

enterprises catering to the building trade. 
Gypsum is the mineral rock from 


The capitalization of U. S. Gypsum consists of 78,417 
shares of cumulative, non-redeemable, voting preferred 
stock of $100 par value, followed by 1,216,956 shares of 
common stock of $20 par value. There is no funded debt. 

Earnings increased steadily from 





which plaster of paris is made. The 
U. S. Gypsum Co. makes all kinds of 
gypsum plasters and cements, gypsum 
boards and gypsum insulation. 

In addition, the company manufac- 
tures metal lath, metal specialties, 
many types of texture paints and is a 
large producer of various limes. It 
also markets a number of different 
building materials for other com- 


1921 to 1925, but since then there 
has been some falling off, reflecting 
slackening activity in the building in- 
_dustry and a disastrous price war. 
Fortunately the latter has now been 
settled, on a basis apparently satis- 
factory to the U. S. Gypsum Co. For 
1930, earnings of $4.01 per share were 
reported which compared with $3.98 


AM JJ a share on a slightly smaller number 
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of shares for the previous year. For 





panies. 

Properties include fifty or more 
warehouses, half as many quarries, a number of plants manu- 
facturing the various products, four steamships, a motor- 
ship, tugs, barges and lighters, and marine d 

The present depression has not arrested expansion, for 
U. S. Gypsum over the last year or so has acquired a 
number of other concerns, mostly for a common stock con- 
sideration. This has materially widened Gypsum’s field 
and the company is now not only a dominant interest is the 


United States but has a commanding position in Canada ‘ 


as well. 


the first half of the current year $1.62 
— was shown against $2.24 for ‘the first half of 
The latest decline was attributed to further slackening 
in building activity and the president in his report to 
stockholders stated that no improvement could be ex- 
pected during the remainder of the year. Nevertheless, 
even the comparatively poor earnings were sufficient to 
cover dividend requirements, at the rate of $1.60 a year, 
more than twice over. At the current price of $28 a 
share the issue affords a yield of 5.7%. 





<0 


American Stores Co. 


OING a business totaling some $140,000,000 a year, 
American Stores Co. is certainly among those enter- 
prises with which an investor should be familiar. The 

company is a chain grocery operating more than 2,700 out- 
lets, the majority of which are located in Pennsylvania. It 
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is also represented, however, in New Jersey, New York, 
Delaware and the District of Columbia. 

In conjunction with the company’s main business of re- 
tailing, it operates a number of supplementary businesses. 
Among these are bakeries, a cannery and a milk-evaporat- 
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ing plant. It also has, of course, a number of warehouses 
which are strategically located in relation to the stores, the 
whole making a well rounded-out enterprise. 

Despite the fact that the sales of American Stores in- 
creased from $98,000,000 in 1924 to nearly $143,000,000 
in 1930, there has been no corre- 


doubtedly played their part, it must not be forgotten that a 

number of other similar chains have managed to report 

increases in net income greater proportionally than took 

place in dollar sales volume although they have had 

identically the same adverse conditions with which to 
contend. 





sponding increase in net income. In- 
deed, the reverse has taken place, for 
this item has declined from $6,524,- 
000 to $5,930,000 over the same 
period. Per share earnings on the 
number of shares in the hands of the 
public, however, increased slightly 
during this time, owing to the com- 
pany’s policy of buying its own stock 
in the open market and then can- 
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So far this year dollar sales are 
running some 4% behind 1930, al- 
though if the decline in prices be 
taken into consideration the company 
is evidently moving more merchan- 
dise this year than last. Earnings for 
the first half of 1931 equalled $1.87 a 
share compared with $1.75 for the 
corresponding period of 1930. 

The dividend record of American 
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celling it. For 1930, $4.01 a share 





Stores Co. is a good one. Common 





was reported, which compares with 
$4.25 for the previous year. 

There have been various explanations for the company’s 
disappointing showing in regard to increases in net income. 
The inevitable expense of opening new stores and increased 
competition have both been suggested. Last year in the 
annual report the president stated that the persistent de- 
cline in commodity prices made for inventory losses and 
reduced profit margins. While all these factors have un- 


stockholders have received a return on 
their investment in every year since 1920. The present 
$2 regular rate has been paid since 1926. During 
the same period 50 cents extra has been paid in every year. 
On the regular rate only, the issue yields some 51% at the 
current price of $36 per share. The company’s financial 
position is good. At the turn of the year current assets 
were more than five times current liabilities, a particularly 
reassuring feature at present. 











Bohn Aluminum & Brass Corp. 


ANUFACTURING aluminum and brass castings, 
bearings, bushings and the like, Bohn Aluminum & 
Brass Corp. is commonly thought to be an auto- 


mobile and airplane accessory company. This, however, is 


far from the whole truth. In addi- 


the 352,418 shares of no-par common stock outstanding. 
This compares with $1.95 a share reported for the first 

six months of 1930. 
The contrast of earnings shown in 1930 is not unlikely to 
be repeated in the current year; 





tion to manufacturing pistons and 
other parts for internal combustion 
machinery, the company is strongly 
entrenched in the building field, the 
two divisions being not far from equal 
in importance. 

This diversity of operations coupled 
to the utmost in plant efficiency has 
resulted in the company being much 
less affected by the present depression 
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this is to say that the first half will 
be by far the better period. Never- 
theless, in view of the known effec- 
tiveness of the company’s retrench- 
ment programs it is probable that 
earnings of at least $3 a share for 
the whole year will be reported. This 
would be a very satisfactory margin 
over annual dividend requirements of 
$1.50 a share and the return of 5.8% 
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than might be thought. Moreover, 


1931 a 


at the present price of $26 a share 





the company’s comparatively good 

showing is the more remarkable when consideration is given 
to the drastic decline in raw materials, which undoubtedly 
has necessitated rather severe write-offs. 

In 1928, the earnings of Bohn Aluminum & Brass Corp. 
were record-breaking. More than $9 a share was shown. 
For the following year they receded to $7.43, while for 
1930 only $2.06 a share was reported. Great improve- 
ment, however, was registered during the first six months 
of 1931. Net profit totaled $925,557, after charges and 
federal taxes which was equivalent to $2.62 a share on 
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may be considered well protected. 

An interesting view in regard to the company’s future 
was recently expressed by the president. He indicated 
that Bohn must look to the building field for the greater 
part of its future expansion and prophesied that not many 
years would elapse before this business transcended the 
demand from old customers in the automobile and 
aviation industries. That a great potential demand 
from the building industry exists for Bohn’s products is 
evident from the vast amount of ornamental, metal-alloy 
work in large buildings lately constructed. 








Drug, 


RUG, INC., is primarily a manufacturer of proprie- 
tary medicines although, in order to assure satisfac- 
tory distribution, a very extensive retail system has 

been built up. Among the products manufactured by the 
company are Phillips’ Milk of Magnesia, Fletcher's Cas- 
toria, Bayer’s Aspirin, Three-in-One Oil, Vick’s Vapo- 
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Inc. 


Rub, Sal Hepatica, Danderine, Mum, Diamond Dyes and 
Life Savers. 

In the retail division there is the wholly owned subsidiary 
Louis K. Liggett Co. operating the Liggett drug stores, 
which now number some 700; the 11,000 Rexall stores 
operated by stockholder-agents; and the Boots Pure Drug 


27 





Co., Ltd., of England, which operates some 900 stores and 
is also a manufacturing company. 

Some of the recent selling which has come into the stock 
of Drug, Inc., is attributed to anxiety arising out of the 
depreciation of the pound sterling, 


supposition in view of the fact that for the year ended 
March 31, last, Drug received $1,300,000. Then the loss 
to the American company on the present basis of sterling 
exchange will be only $250,000, or about 7 cents a share 

on the 3,501,499 shares of common 





which it was thought would materi- 
ally affect the company through its 
English subsidiary. It was not of 
course a constructive move from 
Drug’s viewpoint, but the anxiety dis- 
played would appear to have been 
much exaggerated. 

Drug owns 75% of Boots and the 
earnings applicable to this holding are 
estimated to be running in the neigh- 


stock outstanding. 

That the business of Drug, Inc., 
has well withstood the shocks of de- 
pression so far, can be seen from its 
earnings statement for the half year 
ended June 30, 1931. For this 
period, $3.04 a share was shown 
LOW against $3.01 for the corresponding 
previous half year. 

The common stock of Drug, Inc., 
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borhood of £300,000 annually. In 





ce ; is currently selling around $55 a 





pounds, earnings should not be af- 

fected adversely at all. Indeed, theoretically, they should 
tend to move upwards in proportion to the depreciation 
of the pound. Assuming that there is a lag, however, 


Drug will receive less in dollar dividends than it has been 
accustomed to receive. Suppose that out of the £300,000 
earned, £250,000 are paid as dividends, a reasonable 


tiie 


share, at which price it yields 7.3% on 
the regular $4 dividend. The disbursement is amply cov- 
ered by earnings and it would seem that the only reasons 
for the unusually high rate of return are forced liquidation 
of impaired collateral loans and nervousness engendered by 
the English situation, neither of which should give the long- 
term, outright investor cause to worry. 





Kroger Grocery 


N a list of those enterprises which were caught in the 
maelstrom of mergers and expansion during the boom 
years 1928 and 1929 will be found the Kroger Grocery 

&@ Baking Co. Unlike many of the others, however, which 
are still floundering in the mire of 


& Baking Co. 


by the system is to be tried by one of the largest chain 

store systems in England. 
The success with which Kroger has tackled the prob- 
lems of over-expansion is clearly portrayed by its record 
of earnings. For 1929, net income 





their own making, Kroger has man- 
aged to surmount many of the worst 
obstacles. Putting into effect drastic 
economies and closing many of the 
unprofitable stores or those which 
were unfitted to the general organiza- 
tion, it is again making substantial 
profits. 

Kroger is now operating about 
5,000 stores, the majority of which 


was equivalent to $3.37 a share of 
common stock. This declined to $1.15 
for 1930. For the first half of the cur- 
rent year, however, earnings jumped 
to $1.25 a share compared with but 
12 cents a share for the corresponding 
previous period. Sales in the later 
period totaled nearly $120,000,000, a 
decline of less than 3%% from those 
of the first six months of 1930. The 
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are located in the Middle West. They 





decline in sales was very much less 





are of various types. There is the 

ordinary neighborhood grocery store, having much in com- 
mon with the stores run by the A. & P., First National 
Stores and a hundred others. Then there is the larger 
type of Kroger unit which retails meat as well as groceries. 
The company’s policy is gradually to equip all its stores 
with a meat division. Recently, Kroger opened a number 
of “master” outlets carrying about twice as many items as 
the ordinary store, a move which was worked out in con- 
junction with Sears, Roebuck. 

Finally, there is the Piggly-Wiggly, self-service type of 
store. This company which is numbered among the sub- 
sidiaries of Kroger is licensing a number of other chains to 
use its methods. Arrangements have been completed where- 


than the decline in average retail food 
prices. Moreover, it must be remembered that Kroger 
operated some 6!/2% fewer stores in the later period and 
this has undoubtedly been a factor in the decline in dollar 
sales volume. Everything points therefore to very satisfac- 
tory intensive progress having been made over the last year 
or so. 
The common stock of the Kroger Grocery & Baking Co. 
is currently selling on the New York Stock Exchange for 
about $20 a share, at which price it yields 5% on the regu- 
lar dividend of $1 a share. Based on the results reported 
so far this year, it would seem that the company’s earnings 
for the whole of 1931 are likely to cover dividend require- 
ments not far from three times over. 





Norfolk & Western Railway 


ORFOLK & WESTERN is not a particularly large 
railroad in comparison with some of the country’s 
giants. It operates about 2,200 miles of track, the 

main line of which extends from the town of Norfolk west- 
wards into the coal fie'ds of the Virginias and then bears 
northwards into Ohio. But the lack of size is more than 
made up by the comparative excellence of its recent show- 
ing, at a time when most roads are having the utmost diffi- 
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culty in even earning fixed charges satisfactorily. 

Following the disastrous war-time operation by the Gov- 
ernment, Norfolk & Western’s earnings showed a steady 
upward trend for a number of years. In 1920, a big deficit 
was reported. In 1921, earnings were equivalent to nearly 
$8 a share on the outstanding common stock. This in- 
creased with but minor setbacks to more than $29 a share 
in 1929, while for the current year it is estimated that be- 
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tween $14 and $15 a share is likely to be reported. has it been aided by the expansion in the use of electricity 
On this basis the company should be able to pay com- __ but the population growth in the territory served has been 
fortably the regular dividend of $10 a share and even the _— much faster than that of the country as a whole. Asa resultof 


payment of the usual extra of $2 a share should afford 


the greater demand for its services, it has been necessary to 


little difficulty. The declaration of the extra is the more expand facilities materially. At the end of last year the com- 
likely on account of the road's formidably strong cash posi- § pany was operating twenty-four hydro-electric plants, hav- 
tion. At the end of last year the balance sheet showed more ing a combined capacity of some 640,000 horsepower. 
than $44,000,000 in short term investments and cash of Others are planned. And it might be mentioned in passing 


$4,600,000. Even taking the extremely conservative view 


that the company will share with the city of Los Angeles 


that the extra will not be paid, the regular dividend only _ certain power privileges at the immense Hoover Dam now 
affords a yield of about 72% at the current price of $133 under construction on the Colorado River. 


a share. 


Despite the fact that the Southern California Edison Co. 


Norfolk & Western enjoys an extremely well-balanced was originally a generator of hydro-electric capacity, the 
capitalization. It consists of 230,000 shares of 4% non- great growth in the demand for electric current added to 
cumulative preferred stock of $100 par value followed by difficulties engendered by low water have made it neces- 
1,406,507 shares of common stock which is also of $100 sary to install a number of steam plants. These now are 
par value. Funded debt totals some $103,000,000, which _— not far from being as important as the hydro plants. Of 
is only about 38% of the total capitalization. This makes (Please turn to page 44) 


for an extremely high credit rating and 
the company’s bonds are in the enviable 
position of having fixed charges earned 
some five times even during the present 
year of depression. 

The road was allotted to the 
Wabash-Seaboard system in the I. C. C. 








MJ 
-— 1930 a 1931 


















consolidation plan, which would seem 
to indicate that the commission was in- 
clined to frown upon the Pennsyl- 
vania’s large interest in Norfolk. 

While Norfolk & Western is de- 
pendent upon bituminous coal for the 
better part of its revenues—this com- 
modity constituted nearly 80% of the 
total freight tonnage last year—it 
would not seem that the lack of di- 
versity had been particularly adverse 
in its effects. And, although the pres- 
ent curtailment of industrial activity 
has resulted in a lessened demand for 
coal, resumption of normal business ac- 
tivity will again mean heavy tonnage 
for Norfolk & Western. 


<< 


Southern Oaiiorain 
Edison Co. Ltd. 


NITIALLY a hydro-electric system, 
serving an area in Southern Cali- 
fornia which now supports a popu- 

lation of more than 3,000,000 people, 
Southern California Edison Co., Ltd., 
ranks as one of the largest public utility 
operating units in the United States. 

The company’s growth has been 

very rapid and consistent. Not only 
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Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 








Railroads 
Div. Rate —Earned $ per Share—, Redeem- Recent Yield 
$per Share 1928 1929 1980 able Price % 
Norfolk & Western ........... 4 (N) 183.73 182.20 188,50 No 80 5.0 
Atchison, Top. & 8. Fe........ 5 (N) 40.21 49.18 30.08 No 94 5.3 
WHten PRONG. ccscsccccecccse 4 (N) 46.32 49.48 41.30 No 712 5.6 
Baltimore & Ohio ............ 4 (N) 49.44 48.87 36.46 No 57 7.0 
N. Y., New Haven & Hart.... 7 (CG) 34.40 45.47 30.50 115 89 7.9 
e eqe.e 
Public Utilities 
Amer, Lt. & Traction........ 1% (C) 17.20 21.38 20.71 No 27 5.6 
Pacific Gas & Elec, Ist....... 1% (C) 4.24 4.57 5.25 No 26 5.8 
Public Service of New Jersey.. 8 (C) §20.92 19.04 24.44 No 183 6.0 
So. California Edison ‘‘B’’.... 1% (C) 3.28 3.61 3.63 28% 25 6.0 
New York Steam Corp........ 6 (C) 9.75$ 10,21¢ 16,96¢ 105 100 6.0 
Philadelphia Co.  .........00+ 8 (0) 0.68 58 28.27 No 47 6.4 
New York Steam Corp........ 7 (C) 9.'75¢ 10.21¢ 16.95¢ 115 107 6.5 
North American Co............ 8 (0) le 47.48 47.61 55 46 6.5 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 4.52 5.19 5.25 26% 24 6.7 
North Amer. Edison..,........ 6 (C) 53.15 58.98 49.65 105 90 6.7 
Elec, Bond & Share........... 6 (C) 18.43 29,11 $1.24 110 84 7.1 
Golumbia Gas & Electric ‘‘A’’. 6 (C) 30.78 33.95 26.86 110 84 7.1 
TIMENOEE COED. 6 50, 60.cesc t0vcese 8 (C) nae 4.66 6.46 55 41 7.3 
National Pr. & Light........ 6 (C) 45.38 50.22 45.16 110 81 1.4 
American Water Works & El. 6 (C) 31.05 39.11 44.22 110 80 1.5 
Federal Light & Traction..... 6 (C) 49.93 40.12 89.68 100 80 7.5 
Standard Gas & Electric...... 4 (C) 14.07 20.39 20.95 No 47 8.5 
Engineers Publ. Serv. (w. w.) 5% (C) 8.79 17.65 16,21 110 61 9.0 
Electric Power & Light....... 7 (C) 17.00 19.03 13.39 110 76 9.2 
Industrials 
Procter & Gamble (2nd)...... 5 (C) 185.59 151.75 178.16 115 110 4.5 
du Pont (E. I.) de Nemours 
Pn < dpndnd sams desk pice ceKee 6 (C) 69.06 78.54 55.22 125 109 5.5 
Stand. Brands, Inc., Cum. A.. 7 (C) 123.40 129.41 111.08 120 122 5.7 
Hershey Conv. C) 16,25 21.36 24,24 No 86 5.8 
Diamond Match 1.5 (C) oa ése0 aaa No 26 5.8 
Brown Shoe .......... 7 (C) 85.27 44,11 35.31 120 118 5.9 
Allied Chem. & Dye 7 (C) 68.63 76.88 90 120 116 6.0 
SOL PRUE «i. a bc hccsincis'cee 6 (C) 18.70 18.86 20.03 115 94 6.4 
Commerc. Investm. Trust Ist. 6% (C) 45.50 81.92 90.87 110 100 6.5 
Mathieson Alkali Works....... 7 (C) 84.50 93.91 84.68 No 105 6.7 
WOOTAl COMO iss bcc sec teesie 7 (C) 62,81 85.92 64.03 No 102 6.9 
Amer, Smelting & Refining.... 7 (C) 37.17 43.66 22.20 No 100 7.0 
American Sugar .............. 7 (C) 14,60 15.40 12.60 No 96 7.4 
International Nickel ......... 7 (C) 139.12 80.45 40.26 120(a) 94 7.4 
Curtis Publishing ............ 7 (C) 21.48 23.93 21,25 120 94 7.4 
Aluminum Co, of Amer........ 6 (C) 14.04 17.19 7.93 110 80 7.5 
Bethlehem Steel Corp. ........ 7 (C) 19.16 42.24 23.84 No 85 8.2 
WORFPUNTID oo sccnctesevisies 7 (C) 39.34 48.34 85.72 120 85 8.2 


£ 


C—Cumulative. N—Non-cumulative. § Earned on all pfd stocks. + Regular rate, 
(a) After Feb. 1, 1984. +$0On combined preferred. 
































Market Indicators 

















Technical Dangers 


Many shrewd investors contend that 
the present market is ruled almost 
solely by technical factors. By this 
they mean that earnings, general sound- 
ness of the company itself and yield 
have little if anything to do with the 
price at which most stocks are selling. 
The only thing that seems to matter 
is collateral value and this, because of 
the unprecedented demand liquidity, is 
consequently small. There are very 
definite reasons for this situation. Bank 
liquidation of impaired collateral loans 
from all over the world has been car- 
ried out on an immense scale and every 
loan liquidated has tended to uncover 
another which must go the same way. 
Theoretically there is no limit to the 
process except that afforded by all 
stocks selling at zero. The great dan- 
ger that exists in buying securities 
otherwise than for cash is very evident 
under these conditions and a purchaser 
must realize that whereas he buys merit 
the bank lends on quotations and quo- 
tations only. The banks are not pri- 
marily interested in the soundness of 
any particular company. All they 
want to know is: for what does the 
stock sell on a recognized security ex- 


For Profit 


change and whether or not the market 
is broad. An excellent example of the 
dangers of borrowing money in these 
times was afforded by the recent failure 
of three large Canadian security firms. 
The unfortunate occurrence may be 
attributed partly to the fact that 
they borrowed American dollars on 
Canadian securities having a mar- 
ket solely in Canadian dollars. Through 
no fault of theirs and without in 
all probability any fundamental de- 
preciation in the collateral given for 
their American loans, the decline in 
the Canadian dollar impaired their 
American-dollar equity. Incidentally, 
in addition to illustrating the danger of 
borrowing money at the present time, 
the failure of the Canadian houses also 
affords an excellent example of the 
difficulties being experienced all over 
the world brought about by fluctuating 
currencies. 
* * & 


Lagging Industries 


When the inevitable turn for the 
better arrives at last, the chances are 
that the improvement will be almost 
imperceptible. It probably will be 
spotty and ragged. There will be con- 


flicting reports. Of two men talking 
over their respective businesses one will 
say “still terrible” while the other wal 
say “better,” and keep his fingers 
crossed. Although the betterment will 
gradually seep through every line of 
endeavor, its spotty character first of 
all will be reflected in the stock market. 
Some issues will move ahead, others 
will lag. As far as can be seen at the 
moment the latter group is likely to 
include stocks in the “heavy” indus- 
tries. All the metals will be in this 
class, steel and copper affording the 
clearest examples. The investor there- 
fore will be well advised to be in less 
hurry to buy these than others he may 
desire. 


* * * 


Prices Too Low—Never Too High 


The security markets of the last 
five years have been hectic to say the 
least. Economically, much of great in- 
terest has occurred. But nothing pro- 
vides a more fascinating study than 
the workings of human nature during 
this period. In many ways it has been 
naive, bordering upon the pitiful. It 
is yet too early to forget that high 
officials of the government, the powers- 
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One-Line Analysis of Common Stocks in this Issue from The 
Information as of 
Ticker | List-| Rat- Funded Shares wctahcner oar tse 
Company Symb.| ed | ing Business Debt Outstand- | Par Record 
ing Rate |Payable Date 
“T| Air Reduction..............- ADN N Bl | Oxygen, commercial gases... ... None 841,829 No 3.00 | g-10/15 9/30 
2/| American Stores Co.......... ASC N B2 | Groceries and meats. .......... None 1,567,271 No 2.00 | q-10/1 9/15 
3] Beatrice Creamery........... BRY | N Dairy products................ None 372,241 50 4.00 | q-10/1 9/15 
4] Bohn Aluminum & Brass..... BHL | N Bl | Metal castings. ............... 1,901,900 352,418 No 1.50 | g-10/1 9/15 
5 | Chi., Mil., St. P. & Pac. RR. N C2 | Northwestern carrier........... 481,048,477 1,174,060 a BR eRe a eae 
OS OP re ee DRU | N Al | Drug holding company......... 42,862,987 3,500,307 No 4.00 | q-9/1 8/17 
“7 | General Railway Signal Co...| GRS N Cl | Automatic railway signals...... None 357,500 No 5.00 | q-10/1 9/10 
8| Kroger Grocery & Baking....| KR N rea None 1,830,878 No 1.00 | q-9/1 8/11 
9 SO eee LW N Cl | Theatres and motion pictures. ..| 35,692,870 4,205 No 3.00 | g-9/20 9/19 
10 | Lorillard, (P.) Co............ LOR N B2 | Tobacco products............. 33,697,150 1,909,160 EE SE Ie: ares ce. Re Sa 
11} N. Y. Steam Dubs osmces NSM Cc Al*/ N. Y. City steam service....... 19,283,000 360,000 No 2.60 | q-9/1 8/15 
12| Norfolk & Western Ry....... NFK N Cl | Bituminous carrier............. 103,239,500 1.406,508 100 10.00 | q-9/19 8/31 
13 | Phillips Petroleum........... P N | C2#| Oil and natural gas............ 38,418,591 | 4,419,579 _ Sih pee eer Sr 
14 | Southern Calif. Edison, Ltd... N Al | Electric utility. ............0-. 128,326,000 3,091,624 25 2.00 | g-11/15 10/20 
15 ( Standard Brands............ SB N A2 | Food products................ None 12,641,227 No 1.20 | g-10/1 9/8 
16] U.S. Gypsum.............. USG N Cl*; Gypsum products............. None 1,251,821 20 1.60 | q-9/30 9/15 
17] U.S. Pipe & Foundry...... cj N CS | Castdrom pipe... .....scccccvces None 600,000 20 2.00 | g-10/20 9/30 
18 | Woolworth (F. W.) Co....... Zz N BI | 5 and 10 cent chain stores...... 3,437,500-M| 9,750,000 10 2.40 1 8/10 
*—Revised M—Mortgages 
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The Stockholder 





and Income 


that-be in industry and economists of 
all sorts repeatedly told the country 
in 1929 that it has been born with a 
golden spoon in its mouth. And now 
_... they say the same thing, though 
slightly less confidently. No better ex- 
ample of this all-is-well policy can be 
found than in the recent official an- 
nouncement of the Bendix Aviation 
Corp. In effect the officials of the 
company said that their stock was too 
low and that they were buying it. 
There may be much merit in their con- 
tention, and even though we are inclined 
to agree with them in this particular 
instance, we cannot help feeling that 
the announcement would have carried 
much more weight had they said in 
1929 when the issue was selling above 
$100 a share that it was thought to be 
too high and that they were selling it! 


* * 


Employee Stock-Subscription 
Plans 


The objects of employee stock-sub- 
scription plans are really two-fold. 
They are designed to promote a better 
relationship between capital and labor 
and to promote thrift on the part of 
employees. Have they failed? The 


employees of the New York Central 
were offered stock at 130, the em- 
ployees of the Pennsylvania at 50, the 
employees of the American Telephone 
&@ Telegraph Co. at 130 and 150, and 
the employees of the International 
Telephone & Telegraph and the United 
States Steel Corp. at 50 and 140, respec- 
tively. In every instance the market 
price of the company’s stock fell be- 
low the employees’ subscription price. 
But also in each of these instances 
the employees have the right to with- 
draw their deposits with interest and 
many of them must have done so. 
Does this constitute failure? On the 
the face of it the answer is yes, but 
it must be remembered that the mere 
breakdown of the various plans has 
not prevented the achievement of their 
objects. Indeed, in many ways these 
have been better furthered than had 
the plans been successful. Thrift has 
been encouraged and employees have 
lost nothing. Nothing inimical to the 
relationship between capital and labor 
has taken place. And above all labor 
has learned a very valuable lesson with- 
out cost to itself. It must surely 
realize by now that the way of capital 
is not always smooth, that the owner 











of a big business has his troubles like 
everyone else and it must have learned 


also something of what it means to 
have dividends reduced. 


* * & 


Home to Roost 


Tis an ill wind, etc. And of one 
thing we may be certain when all the 
present security excitement is over some 
startling facts will be brought to light. 
It will be found that many companies 
have actually benefited very hand- 
somely from the decline. We do not 
refer to operations on the “short” side, 
for most of those who follow this prac- 
tice will undoubtedly overstay their 
market with consequences as disastrous 
to themselves as were suffered by the 
bulls in 1929. We refer to legitimate 
non-investment purchases of securities 
selling at ridiculously low levels. 
These include the purchases by com- 
panies of their own bonds in anticipa- 
tion of sinking fund requirements and 
the purchases made by an investment 
trust of its own stock when the latter 
is selling below liquidating value. 
The benefits of these developments will 
of course accrue to those faithful few 
who continue to hold their investments. 




































































Magazine of Wall Street’s Adjustable Stock Rating Booklet 
October 21, 1931 
EARNINGS PRICE RANGE Recent Ana ag 
Annual Interim > 1930 1931 Ss lit-up mag og Comment 
1929) 1930 | 1930 | 1931 | High Low High Low | Or Stk. Div.| Page te 
7.75 6.32 3.64je6 | 2.43je6 156% 87% 109% 56% 3:1 3/28 36 Recently entered electric welding field 1 
4.25 4.01 1.76je6 | 1.88je6 55% 36% 484 RS SAS ps pe 26 First 9 mos. dollar sales off 3.9% 2 
7.43fe| 7.3lfe}| 7.3lfe| 7.12fe 91 81 Re ogre ind sinks calle 36 Business volume increase reported in Sept. 3 
7.43 2.06 1.96se9 | 2.59se9 9 15% 43 aE Dh SES a me 27 Structural business increasingly important 4 
0.95 ee Ss eae cs ole Aeneas 26% 8% A APS er 36 First 9 mos. net income off 57% 5 
76.35 6.03 3.0lje6 | 3.04je6 87% 575 7834 oe re 27 Sound co.; strong fin.; good earns. outlook 6 
-25 7.07 3.04je6 | 2.10je6 | 106% 8414 ._ i SPP ee 37 Receives large N. Y. City subway signal contr.) 7 
13.38 1.15 0.12je6 | 1.25je6 48 17% 35% 18 5% 1930 28 Dollar sales 40 wks. to Oct. 10 off 5.5% 8 
pe eS a Sareea 95% 41% 63% BOE Cl ivaitaces ob sc 37 Earnings off over 15% during first 9 mos. 9 
0.29 See eer 28 834 21% Pee 37 Full year earnings may reach $1.95 share 10 
2.77 er Sey 54% 8934 46% 8:1 10/30 24 Strongly intrenched; expanding steadily ll 
29.06 21.97 | 10.15je6| 6.14je6 | 265 131% 17 _ MSS SE 28 Estimated 1931 net $14-$15 a share 12 
$5.20 0.71 1.38je6 | d0.62je6 4434 11% 16% 4% 5% 1/30 37 Further cuts made in posted crude prices 13 
ee Sn eae, nae 72 40% 54% ME Res aust orergo ocu 29 Affected negligibly by depression so far 14 
1.37 1.22 0.57je6 | 0.63je6 29% 14% 20% te See 42 Full year earnings may well exceed °30 15 
3.98 4.01 2.24je6 | 1.62je6 58 50 a ES ae ee 26 Strong co. but hurt by building recession 16 
2.74 3.42 1.76je6 | 0.92je6 38% 18% 37% 1 ies ee eee 42 Net halved; recovery may be slow 17 
3.66 Re Re Pee 72% 51% 12% a ere 42 Good prospects; sales well sustained 18 
j—Earnings not adjusted to p t capital ion d—Deficit ag——Year ending August 31 av—Based on average number of shares outstanding 
during period se9—Nine h ding S ber 30 fe—Year ending February 28 je6——-Six months ending June 30 
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Some Remedies For Depression 


Former United States Senator Favors 
Bi-Metalism — Need for Government 
Economy—A Farmer’s View of Trade 


Editor, READERS’ Forum: It is well 
that the American people are no longer 
inclined to boast of their primacy in 
the realm of finance, for when Secre- 
tary Mellon goes to the cupboard for 
a bone he is confronted by a dismal 
vacancy, or in other words, a growing 
deficit. 

However, in view of the fact that 
France and the United States have ap- 
proximately three-fourths of the world’s 
gold in their vaults it is perfectly 
natural that Premier Laval and Presi- 
dent Hoover should spend a week-end 
together in order to make arrangements 
for its equitable allocation among the 
less fortunate nations. 

Assuming the desirability of such a 
meeting between the official spokesmen 
of two of the most favored nations, let 
us consider briefly the subject matter 
of discussion—or at least the most 
urgent question for consideration if the 
permanent good of all is worth the 
effort. 

The only cure for the hoarding of 
gold and the lack of credit is in the 
remonetization of both gold and silver 
that equality of monetary exchange 
may be established, and this without 
delay. With the exception of those 
engaged in the bond business, will any- 
one seriously doubt the feasibility and 
the remedial effect upon world indus- 
try of this plan? 

It follows, of course, that the circu- 
lating or currency medium of any 
signatory nation should not exceed a 
given percentage in excess of the 
metallic standard, and that all gold and 
silver must be the absolute property of 
its people held in trust by their gov- 
ernment beyond the reach of specula- 
tion or other kind of manipulation. 

As to the details the planners would 
be apt to provide for an international 
clearing house in orcler to maintain the 
required equilibrium by means of peri- 
odic adjustment under pre-accepted 
clearing house rules such as those now 
in force in monetary centers. 

Among the beneficial results of such 
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a world agreement would be a diminu- 
tion of vexatious tariff discrimina- 
tions; the ultimate dissolution of med- 
dlesome international leagues and 
courts; the restoration of wholesome 
trade activities; the minimizing of revo- 
lutionary tendencies; and above all a 
sound, unassailable money system and 
prolonged world peace. 


H. C. HANSBURGH, 
Washington, D. C. 


A Plea for Governmental 
Economy 


Editor, READERS’ ForRUM: As a 
reader of THE MAGAZINE OF WALL 
STREET, and an interested observer of 
American financial affairs, it has oc- 
curred to me to venture the suggestion 
that a more or less definite campaign 
in financial publications like your own, 
for much needed economy in govern- 
mental expenditures, should be of real 
value at this time. As a Canadian I 
would have some hesitancy in doing 
this were it not for my realization of 
the fact that this country has suffered, 
proportionately, probably quite as 
much from governmental extravagance 
and ill-considered spending, as has the 
United States. 

The deficit of nearly one billion dol- 
lars of the United States Treasury for 
the fiscal year ending June 30, and the 
increasing spread between expenditures 
and receipts since that time have made 
it very apparent that the government 
is facing a stupendous task in order to 
come anyway near to making ends 
meet. Five hundred million dollars 
were borrowed by Mr. Mellon last 
March; $800,000,000 in June, and 
there is a prospect of a billion-dollar 
bond issue in December. It is appar- 
ently only by such incessant borrow- 
ing and bond issues that the Treasury 
can meet the demands made upon it, 
and of course, this cannot go on forever. 

It is realized that this state of affairs 
is largely due to the fact that because 


of the long continued depression, the 
revenues derived from taxes have 
shrunk enormously. We are told a 
great many proposals have already been 
made for raising the revenue. One of 
these is to legalize the manufacture and 
sale of three-per-cent beer and then 
tax the brewer; another is said to be 
a sales tax upon the retail sales of all 
commodities; the third is, of course, the 
incessant demand from a great many 
politicians that the bulk of the deficit 
be made up by increasing the tax on 
the larger incomes. This, of course, has 
been done in England up to a degree 
which may yet prove disastrous, “in,” 
quoting the Chicago Tribune, “the 
snuffing out of initiative and the dissi- 
pation of the accumulated capital 
which alone can provide private indus- 
try with means to keep its plant abreast 
of the times.” 

A suggestion has been made that a 


‘tariff tax could well be placed upon a 


large volume of imports which now 
enter the United States free of duty. 
The suggested duty of one cent a 
pound on sugar, two cents a pound on 
coffee, and moderate duties on crude 
copper, raw silk, jute, tea, and several 
other commodities now on the free list, 
would bring in additional revenue of 
perhaps nearly one hundred million 
dollars. This, however, would not 
make much of a dent in the enormous 
deficit at present existing. Federal, 
state and municipal expenditure for 
all sorts of things during the late long 
extended boom period, has been ap- 
pallingly heavy. All sorts of governmen- 
tal services have been set up. At the 
coming session of Congress, there will 
be all sorts of demands for expensive 
and fantastic legislation looking toward 
unemployment insurance and_ allied 
schemes. A determined drive will be 
made to introduce a state of affairs, 
which, if not fought most vigorously, 
is bound to end as disastrously as has 
the application of Britain’s dole. 

It would seem that an effective way 
of combating this most dangerous agi- 
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tation would be a campaign of educa- 
tion. It will require an intensive cam- 
paign to bring home to the people the 
staggering extravagance indulged in by 
many branches of the government. If 
the people are shown the dangerous 
pass to which the country has been 
brought by governmental extravagance, 
there will be less enthusiasm for the 
inauguration of schemes which will im- 
pose large additional burdens on the 
finances of the country. 

The graphic picture presented just 
now in Britain of the results of the 
dole has offered an excellent oppor- 
tunity to leaders of thought in the 
United States to discourage in every 
way the spread of sentiment for the 
application of such schemes in their 
own country. 

J. H. AsHpown, 
Winnipeg, Man., Canada. 


Partnership of Capital and Labor 


Editor, READERS’ ForuM: The first 
column of your issue of September 19 
contains a text that should be deeply 
studied by our people. I quote: “The 
situation which faces us this winter is 
a challenge to the American system 
and to the leadership which brought 
capitalism to the height it now enjoys. 
Capitalism is the foundation of the 
national progress we have made.” 

This capitalism has reached a point 
where it becomes a recrudescence of 
the old-time feudalism of Europe, with 
the vital qualification that the labor 
class is now armed with the power of 
education and the liberty to organize. 

The present unequal distribution of 
wealth in this country. if fully anal- 
yzed, will be found to have the old 
contest between labor and capital as a 
large factor in its composition. This 
contest rests on the relations between 
employer and employee. The indus- 
tries here have been built up, under 
what may be called, the hired-man sys- 
tem which was a great improvement on 
its predecessor, feudalism; but it is in- 
consistent with the conditions now pre- 
vailing in the English speaking world, 
at least. 

Hereditary privilege was the curse of 
Europe from which our pilgrim fore- 
fathers fled and in founding this gov- 
ernment they provided encouragement 
and protection for individual enter- 
prise, which has put this country in 
its present commanding position in the 
world’s business; but it has also led to 
the drastic stage of capitalism which 
some of our leaders and many of their 
followers now see is undesirable. 

Mr. Swope at Atlantic City proposes 
a scheme which visualizes a Utopian 
commercial millennium whereby busi- 
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nesses under co-operative regulation 
with slight governmental oversight shall 
operate without competition or over- 
production—where all lions shall func- 
tion as lambs, in a way. A scheme by 
which adequate profits shall be secured, 
all going to the owners of course. 
Now this profit is the bone of conten- 
tion, the prize for which capital and 
labor struggle to secure. Under our 
system what the wage-earner gets the 
owner does not get as net income; and 
vice versa; hence the strife. Like com- 
petition it is industrial warfare, and 
consequently lamentable waste. 

What to do? Both capital and labor 
are essential in every enterprise. What 
more natural than that they should be 
partners, sharing the profits and the 
losses? It is no new thing. From time 
out of mind, deep-sea fishing trips have 
been made on this basis. In old Russia, 
under the name of “Mir,” small con- 
struction and other jobs were done in 
this way; and, in this country some in- 
dustries have successfully used the 
principle in more or less complete form. 
Our great industries are owned by 
stockholders numbering millions, with 
the number increasing rapidly; and it 
may be said the general public are the 
owners as well as the laborers, so that 
contests between labor and capital are 
becoming almost family quarrels. 

The details of partnership schemes 
vary for different lines of business but 
can be easily worked out in all busi- 
nesses which are operated for a profit. 
Government employees, municipal, 
state and national, present perhaps the 
most difficult case while lump sum con- 
tract jobs are the easiest to arrange. A 
plan has been worked out covering 
railroad operation but it still remains 
to be tried out in practice. 

J. P. Snow, 
Boston, Mass. 


Sound Economics From the Farm 


Editor, READERS’ Forum: I am a 
farmer in southwestern Nebraska, so 
am a producer of farm products, and 
have read W. R. Hearst's article on 
Wage Cutting but disagree with him, 
because if we went back in history far 
enough we would find out that we 
used to carry on direct barter. There 
was no such thing as money. Money, 
after all, has no food, shelter, or cloth- 
ing value; then if we returned to the 
old system of direct barter, and forgot 
about the price factor, and meet in the 
public square, I would be endeavoring 
to trade the services or labor in my 
product against yours, and remember 
the measure of our prosperity at this 
time would be the ability of how large 
a quantity and quality of goods we 


could all bring to this market place to 
exchange. 

Now the products of my labor and 
capital today are wheat, corn, hogs, 
etc. It doesn’t matter to me today 
whether I get 10 cents or $2 per bushel 
for my wheat or corn, as long as I 
haven’t any indebtedness incurred at 
higher levels; but what does matter to 
me is when I take that load of wheat 
to town, for instance, how full my 
load will be of the other man’s products 
when I return, (which is his services 
and capital involved). 

Today I suppose my load on the re- 
turn trip would not be over one-third 
as full as it would have been in 1929. 

Now remember that all these com- 
modities that are sold are paid for by 
the consumer of which I am one, so 
when I sell wheat at 30 cents, eggs at 
10 cents, and so forth, the consumer 
buys them that much cheaper, with the 
exception of what processing and other 
services that it costs to get them to 
him, but that constitutes labor and 
capital, so you see there is nothing lost. 

What the producer of raw materials 
loses the consumer gains. To make 
a long story short, the man that is em- 
ployed today at the same wages he was 
receiving in 1929 is getting the largest 
wages in commodities that he ever re- 
ceived, and that is the true measure 
of wages. The sole additional cost be- 
tween the price that I receive for the 
raw commodities and which the con- 
sumer pays is labor and capital and it 
mostly constitutes labor. 

I am writing of the commodities I 
sell, but I mean by that all other raw 
commodities as well. 

Now there is no such thing as over- 


‘production, except in one item. As I 


recall, that item is foodstuff. The 
capacity of the human stomach is only 
so large, the quality and quantity of 
the food that we put in it from 
periods of ‘prosperity to periods of 
depression may vary, but the quantity 
has a fixed limit, while the quantity of 
all other products taken in mass of 
the other man’s services that we can 
and will consume is only limited by 
our pocketbook, or to resort back to 
barter, by the quantity and quality 
that we have to barter for it. 

So you see the ability of a nation to 
“over-produce” in all lines (as we are 
today) is the basis of prosperity or a 
high standard of living, but those dif- 
ferent commodities or the products and 
services rendered by us different in- 
dividuals must have a fairly equal ex- 
change basis. If not, as it is today, 
there is a stagnation of exchange, be- 
cause it is an unequal exchange. I, 
myself, for example, will not exchange 
any more of my products of my labor 


(Please turn to page 43) 
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Industry as a Whole Continues 
at a Low Ebb 





LEATHER & SHOES 











Prices Disturbing Element 


[es and leather prices have suf- 


fered drastic recession lately. In 

most instances quotations are 
from 30% to 50% less than those rul- 
ing last July. As a result, tanners, 
and, incidentally manufacturers, have 
had to pocket inventory losses of con- 
siderable amount. Upper leather manu- 
facturers, however, are doing a good 
business but much distress liquidation 
has occurred in the market for sole 
leather. Among the peculiarities of 
the present situation is that lower prices 
have not stimulated buying to any great 
extent, most purchasers contenting 
themselves with filling only immediate 
requirements. The export market has 
been uncertain as the result of unsettle- 
ment of conditions in Germany which 

(Please turn to page 46) 





COMMODITIES* 
(See footnote for Grades and Units of 
Measure) 
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* Oct. 26, 1931. 

(1) Sheets, Pittsburgh, cents per lb. (2) 
Bars, Pittsburgh, centa per Ib. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. Y.) c. per lb. (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. (8) 
Middling (Galv.), cents per lb. (9) No. 2, 
Hard, Winter (Kan, City), $ per bu. (10) 


Smoked Sheets (N. Y¥.) cents per Ib. 

Fine staple, clean (Boston), cents per Ib. 
(16) Cuban raw 96 deg. deliv. (N. Y.), 
cents per lb. (17) News Rolls (N. Y.), 
$ per ton. (18) Yellow pine boards, f. o. b. 

















THE TREND IN MAJOR INDUSTRIES 


STEEL—Production has sagged to lower levels and is now at 28% 
of capacity, off 1% from last week. Slackening demand for tin 
plate and pipe line materials accounted for the decrease. The Iron 
Age composite figures for pig iron and scrap steel receded to new 
low levels. The most important feature of the week’s developments 
was the report of the Interstate Commerce Commission advocating 
increased rates on iron, steel, scrap, coke and ore, all of which 
would affect adversely the steel companies. 


PETROLEUM—Despite the cut in permissible flow in East Texas from 
185 barrels daily to 165, production has increased because of new 
wells brought in. The production curb was lifted in Oklahoma 
for the first time since last August with the result that output of 
that state increased also. Consequently total production of the 
country registered a marked increase and prospects are for no 
diminution during the near term. 


COPPER—Sales of copper during October have exceeded those of Sep- 
tember, and producers have remarked at the better tone displayed 
in trading. However, the price remains at 7 cents a pound for 
domestic delivery, unchanged for the past five weeks. Leading 
producers of the world are now meeting at New York City to form 
an effective world export cartel or other control policy. Belgian 
producers of African copper have voiced already their approval 
of a further curtailment in operations. 


RAILROADS—The request of the railroads for a flat rate increase of 
15% has been denied. The I. C. C., however, has offered an alter- 
native temporary plan. The Commission proposes increases in 
certain rates on condition the roads pool the additional revenues for 
distribution among the weaker lines. This would appear to be of 
little benefit to the stronger roads and there seems to be no reason 
why they should invite further competition by raising their rates 
if they are to receive no advantages from such increases. 


AUTOMOBILES—Output has been further curtailed recently. The 
two largest manufacturers have cut down production, while four 
other companies have shut down entirely. The latter, however, 
are expected to resume operations as soon as the taking of in- 
ventory is completed. Manufacturers continue to buy supplies from 
hand-to-mouth and are postponing new models indefinitely. 


RUBBER—Rubber consumption during September dropped 14% from 
that of August, although the normal decline on a seasonal basis has 
averaged only 11%. This would indicate a further piling up of 
stocks, a conclusion confirmed by the inability of producers to 
arrange effective regulation of tapping in the Far East. Indeed, 
British and Dutch interests lately have manifested little inclination 
to work together towards a co-ordinated plan. As a result, prices 
continue to remain low and trading is inactive. 


CHEMICALS—The heavy chemical division continues to suffer because 
of the poor demand for fertilizers, and there is chaotic competition 
among chief producing countries. As appears inevitably the case 
in such circumstances, considerable price cutting has developed so 
that profits of heavy chemical manufacturers promise to remain low 
for an indefinite period. 
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The Magazine of Wall Street’s Indicators 


Business Indexes Common Stock Price Index 
1980 Indexes 1931 Indexes 


Number of Group 
WEEKLY STOCK SALES Close High 











Low Issues i Low ct.17 Oct.94 
62.2 140.7 59.9 405 COMBINED AVERAGE . $4.8 89.5 41.5 





Agricultural Implements R 36.7 39.9 45.1 
Amusement 39.0 45.7 46.0 
Automobile Accessories q 26.8 30.2 $2.1 
Automobiles t 12.4 14,1 15.0 
Aviation (1927 Cl.—100) , 30.0 83,1 33.9 
Baking (1926 Cl,—100) 10.4 11.4 12.8 
Biscuit . 3 122.0 188.5 144.0 
63.4 71.3 78.1 
109.5 121.2 127.6 
18.2 85.56 101.1 
al 26.8 29.0 30.8 
Construction & Bldg. Mat , 23.8 26.0 27.9 
Copper ..... pithennee keseuuen 34.2 39.7 44.5 
Dairy Products ... J 47.4 57.3 59.6 
Department Stores . 14.2 14.7 16.2 
Drugs & Toilet Articles 56.8 60.9 68,2 
Electric Apparatus ........... . 56.0 64.2 69.5 
Fertilizers . 5.1 5.7 6.6 
Finance Companies ; 40.8 49.0 55.4 
Weed BANGS oo. csccccscecs ne 45.8 54,7 
Weed Boxes oc cicvsccsccccscecs x 55.6 
Furniture & Floor Covering . . < 29.3 $1.9 
Household Equipment . 22.0 22.3 
Investment Trusts F 80.5 31.5 
WEG GORGE 056 c8ec0 sone acdsee A 43.7 48.2 
Petroleum & Natural Gas .... a $1.8 33.6 
Phono. & Radio (1927—100)... 22.7 24.9 
Public Utilities ; 99.2 105.7 
Railroad Equipment . is 32.7 
Railroads R A 40.8 39.2 
Restaurants . 53.8 58.5 
Shipping ....... slaraleisveiase nie ais Siw ; 11,1 11.9 

Soft Drinks (1926—100) 104.5 

35.5 

10.0 

106.0 


112.0 405.5 105.7 
88.5 272.0 85.6 
47.8 1181 46.2 
25.5 78.4 24.5 
CALL MONEY 89.9 158.1 35.4 
23.8 74.2 28.8 
185.5 248.1 179.6 
128.6 262.7 123.5 
157.0 226.0 151.8 
126.0 248.5 124.3 
35.4 107.9 34.4 
48.8 121.8 46.2 
70.4 211.7 67.0 
83.0 125.1 80.7 
21.5 51.6 20.4 
ag op Rae Ria vatg 83.0 142.0 79.4 
115.8 289.1 114.9 
14.8 544 18.7 
77.6 148.4 68.5 
64.4 93.5 62.1 
60.3 124.6 50.0 
31.6 119.2 30.1 
29.9 92.5 28.6 
61.0 184.9 58.9 
52.3 170.0 51.5 
52.4 142.5 50.9 
$7.2 175.2 36.8 
RAW MATERIAL PRICES 180.4 206.0 141.1 
57.8 115.4 655.5 
69.8 144.5 67.1 
81.9 153.1 78.9 
28.9 88.8 28.9 
160.4 246.5 
63.5 146.5 
12.9 45,1 
170.3 268.7 
97.4 177.2 
28.7 70.5 
INVENTOAIES 139 oe 
59.3 107.8 
67.2 108.5 
68.5 88.7 
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Telephone & Telegraph 

Textiles 20.9 
Tires & Rubber . . 5.7 
Tobacco 

Traction 

Variety Stores 62.9 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








AIR REDUCTION CoO. 

What do you think of the future possi- 
bilities of Air Reduction Co.? I have 300 
shares purchased above 100 in 1929. Do 
you advise me to hold or would you advise 
my switching into something else with 
greater possibilities?—L. J. O., South 
Bend, Ind, 


Air Reduction Co., Inc., was or- 
ganized in 1915, and by plowing back 
a substantial part of its earnings into 
property expansion has been able to 
attain a dominant position in its field. 
Operations are concentrated in the 
manufacture and sale of oxy-acetylene 
gases and the equipment necessary for 
their employment in welding. The 
company owns 106 plants and 340 
warehouses, strategically located close 
to the important consuming markets, 
thus reducing to a minimum transpor- 
ation costs. It jointly controls the 
Pure Carbonic Co. of America, the 
largest producer of carbon dioxide in 
the United States. Last year it ac- 
quired an enterprise specializing in the 
welding of pipe line, thus establishing 
a foothold in the natural gas industry. 
Only recently, a controlling interest in 
Wilson Welding & Metals Co., manu- 
facturers’ of electrical welding appara- 
tus, was purchased, thereby enabling 
the company to make a careful and ex- 
haustive study of this potentially strong 
competitor, with a view toward allay- 
ing prospective competition from this 
source. Net earnings of the company 
during the initial half of the current 
year were held up surprisingly well, 
amounting to $2.43 a share, against 
$3.64 for the similar period a year 
earlier. While full 1931 profits will 
fall below those of $5.32 a share re- 


ported for 1930, present dividend will 
be covered by a comfortable margin. 
Long term prospects are distinctly 
favorable, and while the shares are 
speculative we counsel against needless 
disposal of present holdings. 


BEATRICE CREAMERY CoO. 


It seems to me that Beatrice Creamery 
is in a unique position to benefit during 
the coming months as usually dairy prod- 
ucts advance in price during the winter. I 
already have 175 shares purchased at 75. I 
would like to purchase a moderate amount 
on any market weakness so as to average 
down my price. Will you give me your 
judgment?—A. J. G., Savannah, Ga. 


The Beatrice Creamery Co. now 
ranks as the third largest dairy organi- 
zation in the United States with op- 
erations well diversified. Products of 
the company include milk, butter, eggs, 
cheese and ice cream. -Operations are 
centered chiefly in the Middle West 
but acquisitions last year extended the 
scope of the company’s field to the 
East Coast. Earnings for the six 
months ended August 31, 1931, totaled 
$1,882,779 or $4.07 a share as com- 
pared with $2,166,206 or $6.29 a share 
in the similar half of the preceding 
fiscal year. The falling off in profits 
was due chiefly to the decline in sales 
of cream, milk, and ice cream. Profit 
margins also were smaller, as prices 
were brought in line with the lower 
purchasing power of the public. The 
president of the company has stated 
that business showed a pick-up begin- 
ning with September and that the final 
half year will show results “‘a little bet- 
ter than last year.” Full year’s divi- 


dend requirements were covered in the 
initial six months. We suggest reten- 
tion of your 175 shares purchased at 75, 
but since near term earnings improve- 
ment is unlikely, would not recommend 
averaging. In the interest of diversi- 
fication, we suggest that you look to 
new fields, since you are heavily com- 
mitted in the dairy industry. 


CHICAGO, MILWAUKEE, ST. 
PAUL & PACIFIC R. R. 

The common stock of the Chicago, Mil- 
waukee, St. Paul & Pacific R.R. has been 
brought to my attention by a friend as a 
low priced rail issue with possibilities. I 
would like your opinion, however, before 
purchasing any of the stock. Would you 
recommend a purchase now?—J. G. L., 
Scranton, Pa. 


The Chicago, Milwaukee, St. Paul & 
Pacific R. R., successor by reorganiza- 
tion to the Chicago, Milwaukee & St. 
Paul Railway Co., operates more than 
11,000 miles of road, serving 12 states. 
A highly competitive territory is served 
and only ordinary growth at best can 
be looked for over the next few years. 
The net operating income of the road 
has shown a sharp decline this year, 
totalling but $4,905,867 in the first 
eight months, compared with $9,322,- 
447 in 1930 and $16,457,573 a year 
earlier. Net operating income in Sep- 
tember of the current year continued 
at low levels, amounting to but $1,200,- 
000 against $2,852,851 in the similar 
month of 1930. The severity of the 
situation this year is indicated by the 
fact that the road did not pay any in- 
terest on the 5% adjustment bonds on 
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October 1. This accrual of interest on 
the adjustment bonds places a heavy 
burden on both preferred and junior 
stock issues. The development of earn- 
ing power for both classes of stock is a 
matter of the indefinite future and the 
common stock possesses only remote 
speculative possibilities. While we 
recognize the possibilities in the stock 
of railroads which are likely to survive 
the business depression, we believe that 
the risks involved in a commitment in 
Chicago, Milwaukee, St. Paul & Pa- 
cific common are too great for the 
average investor at this time. 


GENERAL RAILWAY SIGNAL 
CO. 


In 1930 I purchased 100 shares of Gen- 
eral Railway Signal at about 60. In view 
of its action marketwise I had decided to 
take my loss when I read of their getting 
one order for over $2,000,000 worth of 
equipment. What will be the effect of this 
big order? Do you advise me to continue 
holding?—H. D. O., Scranton, Pa. 


General Railway Signal Co. ranks as 
one of the leading enterprises engaged 
in the manufacture of block signal ap- 
paratus and retarding equipment, train 
control systems, interlocking equipment 
and other safety devices. Although 
operations of the company have been 
adversely affected by general slump in 
earnings of the railroads, the decline in 
earnings has been less pronounced than 
other railroad equipment companies. 
Obviously, expenditures of railroads 
have been cut to the bone; but because 
of the economies afforded through the 
installation of many of General Rail- 
way Signal’s devices, particularly that 
of the train control system, the com- 
pany has been able to report a fair 
amount of new business from this 
source thus far in the current year. 
However, the factor that has been more 
important in sustaining earnings is the 
installation of safety signal systems in 
the New York City subways. As a 
matter of fact, only two weeks ago the 
company was awarded the contract for 
work on the city subway system, in- 
volving $2,317,800 and it is believed 
that this source of new business will 
prove an important revenue producer 
during the next three or four years, at 
least. Present indications are ‘that 
earnings in the second half will be lit- 
tle, if any better than those of $2.11 a 
common share reported for the initial 
six months of the current year, which 
compare with $3.04 a share for the cor- 
responding period last year. Conse- 
quently, full 1931 profits will probably 
fall short of dividend requirements, 
and continuance of the present rate of 
distribution will depend wholely upon 
early 1932 prospects. Nevertheless, 
long term outlook is favorable and pro- 
viding you are not averse to assuming 
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reasonable speculative risks, retention 
of the shares is justified as opposed to 
a sacrifice. 


LOEW’S, INC. 


I am holding 150 shares of Loew's Inc. 
purchased in 1929 at 50. Will the separa- 
tion of the Fox and Loew’s interest and 
the sale of the securities held by the Film 
Securities Corp. materially affect the com- 
pany or depress the stock? Do you advise 
to sell or hold my present stock ?—P. J. S., 
Atlanta, Ga. 


Activities of Loew’s, Inc., include 
the production, distribution and ex- 
hibition of motion pictures in addition 
to an interest in vaudeville. The fea- 
ture of Loews, Inc., is the exceedingly 
capable management. The present or- 
ganization has been built up through 
careful expansion, the chain having 
been formed before the recent period 
of wholesale but hardly wise acquisition 
of units by other motion picture com- 
panies. Earnings of Loew’s, Inc., for 
the 40 weeks which ended June 5, 
1931, were equivalent to $6.04 per 
share compared with $7.64 a share in 
the corresponding period of a year 
earlier and annual dividend require- 
ments of $3 a share. The separation 
of the Fox and Loew’s interests and 
the sale of the securities held by the 
Film Securities Corp. likely has made 
the possibilities of a merger between 
Fox and Loew’s remote. However, 
since Loew’s holds the better position 
it appears to be a constructive move 
from the viewpoint of Loew’s stock- 
holders. The Film Securities Corp. 
held 660,900 shares of Loew's which 
formerly were controlled by the Fox 
Film Corp. The Chase Securities 
Corp., the successor in interest to the 
Fox Film Corp., was ordered by Court 
decision to transfer the stock to three 
disinterested trustees. The shares of 
Loew’s, Inc., represent the best medium 
for speculation in the motion picture 
industry, and in view of the efficient 
management, we suggest further re- 
tention, since the dividend is well 
covered. 


P. LORILLARD CO. 


On the advice of my broker I bought 
300 shares of Lorillard at an average cost 
of about $18. In view of the way earnings 
and business have held up the market action 
of the stock is most disappointing. What 
is the trouble? Do you think it would be 
wise for me to sell?—F. R. S., St. Louis, 

0. 


The principal products of the P. 
Lorillard Co. are the “Old Gold” ciga- 
rette, the “Rocky Ford” five-cent cigar, 
the “Muriel,” a higher-priced cigar, and 
“Beechnut Chewing Tobacco.” The 
Union. Leader brand of smoking to- 
bacco can be used in rolling cigarettes, 


and it is reported that the sale of this 
brand has shown a good increase this 
year. The sale volume of “Old Golds” 
for the full year 1931 is expected to 
show a decline from the 1930 total due 
to the trend toward economies, but 
profit margins have been increased and 
a net of at least $2 a share is looked 
for. Earnings in 1930 totaled $3,614,- 
363, or $1.47 a share. The company 
reduced advertising expenditures on its 
“Old Gold” cigarette this year, as 
earnings for the past few years have 
been utilized in the promotion of this 
brand and the management felt that it 
would be an opportune time to reap the 
benefits of the campaign. Competition 
in the cigarette industry is exceedingly 
keen and consequently the shares of 
P. Lorillard, producer of the fourth 
largest selling cigarette, are speculative 
in character. Nevertheless, they offer 
possibilities, from the longer term 
standpoint. Under existing market and 
business conditions, a sharp near term 
advance in quotations can hardly be 
expected, but we suggest retention as 
an interesting speculation in the fu- 
ture of the tobacco industry. 


PHILLIPS PETROLEUM CoO. 


I recall reading an article which stated 
that earnings of Phillips Petroleum in 
August showed improvement and that the 
financial position of the company had been 
improved. Have you this information? 
Do you feel that the stock is a buy at these 
levels?—R. O. M., Palm Beach, Fla. 


The Phillips Petroleum Co. ranks as 
one of the leading independent oil con- 
cerns, operating as a complete unit in 
the industry. The company also holds 
an important position in the natural 
gas field, producing and distributing 
this product for both domestic and in- 
dustrial uses. A portion of the output 
is used in the production of carbon 
black and it has been reported that the 
company now furnishes about 50% of 
the requirements of the carbon black 
industry. Profits in 1930 were at the 
lowest level since 1921, the result of 
price cutting within the industry. Per 
share results amounted to but $0.71 
against $4.94 in 1929. Operations con- 
tinued at an unsatisfactory rate in the 
first half of the current year, when a 
deficit of $0.62 a share was reported. 
Conditions within the oil industry 
showed some improvement at the be- 
ginning of the second half year and a 
net profit of $420,308 was returned in 
August. The gain was due largely to 
economical operations. A non-recur- 
ring profit of $1,172,515 from sale of 
gas rights also was reported. Bank 
loans were reduced by $4,500,000 
from the beginning of the current year, 
improving the financial position. How- 
ever, considerable improvement within 

(Please turn to page 42) 
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IN THE HEART OF THE 
FIFTH AVENUE HOTEL 
CENTER 


Near the Theatres Near the Shops 
Economy Rates 


oR ONE PERSON 
(Double (Twin Beds) 


$350 =$ ry, $ 5 —%6 
FOR TWO PERSONS 
Only$T Additional,anyRoom 


SUITES, Parlor, Bedroom and Bath 
(One or two Persons) $9, $10, $12 
801 ROOMS. Each with private bath 


(tub and shower)circulating ice water 
—mirrored doors. 

























Frank Gregson, Mgr. J. Leslie Kincaid, Pres. 
Direction of American Hotels Corporation 













LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
October 22nd, 1931 
E Board of Directors has declared a 
quarterly dividend of $1.62 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 14th day of November, 1931 to stock- 
holders of record at the close of business on 
the 3ist ay of October, 1931. Checks will 


be mailed. 
DAVID BERNSTEIN 


Vice President & Treasurer 











A quarterly dividend, for the fourth quarter of 
1931, of twenty-five cents ($.25) per share, on 
the Common Stock, has been declared, payable 
January 4, 1932, to stockholders of record at the 
close of business December 1, 1931. 


Chrysler Corporation 


* DIVIDEND ON COMMON STOCK * 








B. EB. Hutchinson, Vice President and Treasurer 
ne ae 








Is Your Company Proud 
Of Its Dividend 


Record? 


Then why not bring this fact to 
the attention of the 64,000 in- 
vestor-readers of THE MaGa- 
ZINE OF WALL STREET who 
consider this feature when 
adding to their security hold- 
ings! 

How? Simply by publishing 
your notice of dividends when 
declared in these advertising 
columns. The cost is but a 
dollar a line. 

ee. > 

Make a note to place THE 
MAGAZINE OF WALL STREET 
on the list of publications to 
carry your next dividend 
notice! 


New York Stock Exchange 
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When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


1929 


A High 
Anaconda Copper Mining........ 140 
Arnold-Constable Corp. ... 40% 





Assoc. Dry Goods ........c.seeee 10% 
Atlantic Gulf & W. I. 8. 8. Line 86% 
Atlantic Refining .. 1% 
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Odd Lots 


Every surplus, no matter how 
small, should be put to work 
earning an income as soon as 
it becomes available. 


In that way conservative inves- 
tors are enabled to increase 
their savings at the maximum 
rate consistent with safety. 


“Odd Lot” purchases of sound 
securities assist greatly in 
following this plan. 


Our “Odd Lot Trading” booklet 
and list of Investment Sugges- 
tions mailed to those interested. 


Ask for M.W. 498 


100 Share Lots 


John Muir&.@ 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 
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Tue Bacue Review 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail th ves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without — to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.S. BACHE & Co: 


Members New York Stock Rechengs 


42 Broadway New York 
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Large or Small Orders 


executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 


{10 share orders accepted on margin} 
Hetpfal booklet MG on Trading 
Met sent free on request 


(ijshoim & GAPMAN 
Members New York Stock Bxvekang: 


Members New York Curb 
52 Broadway eile = 
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Securities Analyzed, Rated and 
Mentioned in This Issue 


INDUSTRIALS 


Air Reduction Co 

American Stores Co. 

Beatrice Creamery Co 
Bendix Aviation Corp 

Bohn Aluminum Corp 

BOTA AEE iso's alarets isis sais ''oa's 8 Opes 27 
General Railway Signal Co 
Kroger Grocery & Baking Co 
Loew’s, Inc. 

Lorillard Co., P. 

Standard Brands 

U. S. Gypsum Co 

U. S. Pipe & Foundry Co 

U. S. Steel Corp 

Woolworth Co., F. W. 


PETROLEUM 
Phillips Petroleum Co 


RAILROADS 


Chicago, Milwaukee, St. Paul & 
Behe] ee | ney ee oe 36 

New York Central 

Norfolk & Western Ry 


PUBLIC UTILITIES 
American Tel. & Tel. Co 
International Tel. & Tel. Corp 
New York Steam Corp 
Southern California Edison 





Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’l Amount Stock Pay- 
Rate Declared Record able 


$4.00 American Can Co $1.00 Q 11-2 
.... American Can Co 1,00 Ext 11-2 
.... American Stores Co... .50 Ext 11-13 
8.00 Borden Co. .......... 15 Q 
-80 Cities Service Co..... . M 
Stock Cities Service Co M 
1.00 Diamond Match Co.... Q 
2.00 Dow Chemical Co Q 
3.00 Freeport Texas Corp.. . Qa 
1,00 Kroger Groc. & Baking . Q 
1,00 Nat’l Power & Lt. Co. . Qa 
-50 National Refining Co. . Qa 
2.60 New York Steam Corp. Q 
2.00 Purity Bakeries Qa 
2.00 Standard Power & Lt. 
Co Q 
Qa 
Qa 
Q 


TD. 
2.00 Standard Power & Lt. 


Corp. 
2.00 United Biscuit Co. of 
Amer, 
2.40 Woolworth (F. W.) Co. .60 
. Woolworth (F. W.) Co. 2,00 Ext 





Important Corporation 
Meetings 
Date of 


Company Specification Meeting 

Amer. Type Founders Co 
Baltimore & Ohio R. R. ........... Annual 
Canadian Car & Foundry Co 
Electric Power & Lt. Corp Annual 
Grand (F. W.) Silver Stores, Inc..Annual 
Kresge Department Stores, Inc....Special 
Liquid Carbonic Corp 
Lorillard (P.) Co. 
Manhattan Railway Co 
National Power & Lt. Co 
South Porte Rico Sugar 
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INCREASING. SALES 
of CONTRACT POWER 


RANKING ASTHE FIFTH LARGEST OWNER IN THE WORLD Of hydro- 
electrically developed waterpowers, International Hydro- 
Electric System had total assets on June 30 of $486,800,000. 
Gross revenue of the System for the twelve months ended 
June 30 exceeded $50,000,000. 

On October 1 subsidiaries of International Hydro-Electric 
System substantially increased deliveries of electric energy 
on long-term primary power contracts. 

New England Power Association increased deliveries to 
The Edison Electric Illuminating Company of Boston from 
100,000,000 kilowatt hours annually to 150,000,000 kilo- 
watt hours annually. 

Gatineau Power Company increased deliveries to the 
Hydro-Electric Power Commission of Ontario from 288,000 
horsepower to 304,000 horsepower. : 


Detailed information on activities of International 

Hydro-Electric System in the United States and 

Canada, together with photographs of important 

properties, is contained in anew folder, just issued. 
A copy may be had upon request. Address: 


¥ 


INTERNATIONAL 


PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 


























Answers to Inquiries 
(Continued from page 3'7) 








the oil industry will be necessary before 
_ Phillips Petroleum Co. regains former 
earning power and we do not believe 
purchase advisable in view of the high- 
ly speculative nature of the shares. 





F. W. WOOLWORTH Co. 


Have held 100 shares of Woolworth for 
two years. I was disappointed in the 
action of the stock on the day the extra 
dividend was declared as I looked for a 
good gain. Please give me your ad- 
a in holding —H. H. J., Williamsport, 

a. 

Head and shoulders above its com- 
petitors, F. W. Woolworth Co., ranks 
as the largest enterprise in the “5-and- 
10-cent” chain store field of the world. 
Despite current period of general busi- 
ness recession, expansion of the com- 
pany’s outlets is still going on, and a 
total of 1914 stores are expected to be 
in operation at the close of 1931; an 
increase of thirty-three for the year. 
Equally auspicious, has been the 
growth of the foreign subsidiaries in 
England and Germany. Recent re- 
ports indicate that the management is 
giving serious consideration to the 
prospects contained in the Scandinavian 
countries with a view toward establish- 
ing a.chain of stores in the not too dis- 
tant future. 

Returning to the domestic business, 
dollar sales volume for the first nine 
months of the current year have 
held up admirably well, total sales 
for the period declining only 0.8% 
from those of a year earlier. Net in- 
come for the year, no doubt, will re- 
flect operating economies, lower whole- 
sale prices, and the addition of many 
items, which heretofore could not be 
purchased at a cost commensurate with 
the company’s maximum price stand- 
ard. Through the recapitalization of 
its British subsidiary the company’s 
already strong financial position was 
materially strengthened and paved the 
way for the recent declaration of an 
extra dividend of $2. Current profits 
should compare favorably with 1930, 
when the equivalent of $3.56 a share 
was earned on the stock. Long term 
prospects are favorable, and we see no 
reason for disposing of your holdings 
regardless of intermediate market fluc- 
tuations. 


UNITED STATES PIPE & 
FOUNDRY Co. 
As a stockholder of United States Pipe 
& Foundry Co., I would like your opinion 
of its outlook. I bought 100 shares at 30 
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and now have a substantial loss. I read 
where the company had been awarded a 
32,000-ton order and yet in spite of this 
big order the stock remains close to its 
1931 low. What is the trouble? Do you 
think it would pay me to sell my stock at 
this time?—L. A. F., Dayton, Ohio. 


United States Pipe & Foundry Co. 
is the successor through a consolidation 
effected in July, 1930, to the United 
States Cast Iron Pipe & Foundry Co. 
which enterprise dates back to 1899. 
The company is a prominent manufac- 
turer of cast iron pipe and special cast- 
ings used principally in water and gas 
main construction. Acquisition of sole 
rights in the United States and Cen- 
tral America to the de Lavaud process 
for centrifugally casting pipe has been 
an important factor in strengthening 
the company’s competitive position. 
Earnings report for the first six months 
of the current year was somewhat 
paradoxical when consideration is given 
to the low money rates existing during 
the period. Contrary to expectations, 
public construction thus far in 1931 
failed to materialize in any great vol- 
ume. Thus, we find profits equal to 
only 92 cents a common share for the 
initial half, compared with $1.76 a 
share a year earlier. Present indica- 
tions are that little if any improvement, 
will be registered in the final half, and 
that full 1931 returns will fall below 
present annual dividend requirements 
of $2 a share. Financial position, how- 
ever, at the close of 1930 was strong, 
with cash, call loans, government and 
municipal securities alone aggregating 
$13,163,488 against current liabilities 
of only $1,520,053. Although con- 
tinuance of dividends at the present 
rate is not assured, prevailing quota- 
tions for the shares appear to discount 
existing conditions, and retention of 
present holdings as a long term specula- 
tion is justified. 


STANDARD BRANDS, INC. 


I have 200 shares of Standard Brands 
purchased in 1929 around 30. It seems to 
me that it would pay me to buy 400 shares 
at present levels to average down. It ts 
close to its low for the past three years, 
gives a high return on the investment and 
appears to me to be in a position to ad- 
vance rapidly on any favorable develop- 
ment. Will you kindly give me your 
judgment?—M. R. M., Worcester, Mass. 

Standard Brands, Inc., was organized 
during the early part of 1929 as a re- 
sult of a merger of the Fleischmann 
Co., Royal Baking Powder Co. and E. 
W. Gille:t Co. of Canada; all out- 
standing in their respective fields. Sub- 
sequently the business and assets of 
Chase & Sanborn and Widlar Food 
Products Co. were absorbed, thus giv- 
ing the company representation in prac- 
tically all the important branches of the 
packaged food industry, such as coffee, 


tea, salad dressing, pickles, baking 
powder, and last, but by far the most 
important, yeast. The company’s dis- 
tributing facilities alone serve over 16,- 
000 cities and towns, while common 
carriers provide distribution to an ad- 
ditional 36,000. In all, over 300,000 
grocers are reached, if not daily, never 
less frequently than twice a week. Ob- 
viously, the full benefits to be derived 
from a consolidation of such vast di- 
mensions, cannot be realized over night. 
Moreover, the past two years of the 
company’s existence has been marked 
by general economic adversities. De- 
spite the many unfavorable factors that 
the company has had to contend with, 
definite progress has been made. Based 
on the income report for the first six 
months of 1931, the wisdom of the 
consolidation is now apparent. In the 
face of general business recession the 
company reported net income of 63 
cents a common share, after preferred 
dividend requirements compared with 
57 cents a share for the corresponding 
period a year earlier. In view of the 
exceptionally strong financial condition, 
capable management and enviable posi- 
tion in the field, retention of the shares 
should prove profitable over a period of 
eighteen months to two years. How- 
ever, in view of- current unsettlement 
in the stock market, we advise against 
immediate purchases. 








As the Investor Sees 
Wage Reductions 
(Continued from page 21) 








old levels, the total payroll might be 
substantially lower. Consequently, the 
saving to the company is often less than 
might be imagined. 

On the other hand, when business 
again picks up and more men are hired 
at the new lower rates, corporations 
will obtain larger benefits from the 
reductions now taking place and very 
sharp increases in corporate net income 
can reasonably be expected. This will 
probably be illustrated well by the steel 
companies which are among those par- 
ticularly hard hit at the present time. 
In their case, it may be said that the 
saving from wage reductions is much 
greater potentially than actually. 

The contrary is true of such a com- 
pany as Procter & Gamble. Here, the 
volume of business has registered al- 
most no shrinkage and not far from 
the maximum effect of a wage reduc- 
tion is felt immediately. 

Even though it be difficult for the 
stockholder to ascribe an actual com- 
mon stock value to lower wages paid 
by his company, he may rest assured 
that he is a substantial gainer by the 
movement. Although it not guar’ 
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antee the receipt of satisfactory interest 
and dividend disbursements, his chances 
of obtaining such payments are con- 
siderably enhanced. Moreover, in the 
majority of cases the investor will gain 
more in the future than at the present 
time. It is a well established phenome- 
non that wages and salaries tend to 
lag behind changes in business activity 
and commodity prices. On the down- 
ward slope the wage-earner benefits at 
the expense of the stockholder. On 
the upward slope the reverse is true. 








The Pros and Cons of 
Short Selling 


(Continued from page 19) 








blanketed under the much more power- 
ful forces of unprecedented inflation 
and subsequent deflation. Possibly the 
movement would have gone even fur- 
ther in both direction without short- 
selling. In any event, and regardless of 
the major movement, there can be little 
question but that short-selling has 
played a large part in maintaining an 
orderly day-to-day movement. 

Within the scope of this article it 
is not possible to go into a discussion 
of the broader economic aspects of 
short-selling in securities or commodi- 
ties. The views currently stated by 
Mr. Whitney and other financial ex- 
perts merely parallel the conclusions 
reached in past years by innumerable 
authorities. 

As a result of public clamor origi- 
nating in the 1907 panic, a commission 
appointed by Governor Hughes made 
an exhaustive study of short-selling. Its 
report, issued in 1909, said, in part: 

“We have been strongly urged to 
advise the prohibition or limitation of 
short sales, not only on the theory that 
it is wrong to agree to sell that which 
one does not possess, but that such sales 
reduce the market price of the securi- 
ties involved. We do not think that 
it is wrong to agree to sell something 
that one does not now possess, but ex- 
pects to obtain later. 

“Contracts and agreements to sell, 
and deliver in the future, property 
which one does not possess at the time 
of the contract are common in all kinds 
of business. The man who has ‘sold 
short’ must some day buy in order to 
return the stock which he has borrowed 
to make the short sale. Short sellers 
endeavor to select times when prices 
seem high in order to sell, and time 
when prices seem low in order to buy, 
their action in both cases serving to 
lessen advances and diminish declines 
of prices. 

“In other words, short-selling tends 
to produce steadiness in price, which is 
an advantage to the community. No 
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other means of restraining unwarranted 
marking up and down of prices has 
been suggested to us.” 

The suggestion has been made that 
brokers should not be permitted to lend 
the long stock of their customers to 
short-sellers without the specific consent 
of the owner. This may seem to in- 
volve a puzzling question of ethics. 
The advantage to the broker and the 
long customer is that a loan equal to 
the market value of the stock is ob- 
tained from the borrower, while the 
same stock pledged to a bank would 
command a loan of not greater than 80 
per cent of its value. Furthermore, if 
short-selling is a necessary and worth- 
while cog in the market machinery, to 
hamper it by the cumbersome method 
of requiring each stock loan to be ap- 
proved by the customer owning the 
stock would be virtually as dangerous 
as to ban short-selling altogether. 

The present restrictions upon “bear 
raiding” appear to be proper and effec- 
tive. It need hardly be said that there 
is a very real distinction between short 
sales which merely anticipate a decline 
caused by other and more fundamental 
factors and short sales which, because 
of their volume and manipulative tim- 
ing, are applied in such a way as to 
become an important depressive factor 
in themselves. 

That manipulative, destructive tac- 
tics of this kind are possible in the mar- 
ket at present is to be doubted. A 
short sale reaching the broker upon 
the floor of the Exchange must be so 
designated. All liquidating orders on 
hand at that time have precedence over 
it. The short stock can only be offered 
at or above the last preceding price at 
which a sale took place. It cannot be 
offered at a lower price. 

Under this system it is impossible that 
short-selling can serve as a depressing 
influence.. For this reason, the restric- 
tion will ultimately have to be removed 
in a rising market. On the other hand, 
it is clearly possible, despite the restric- 
tion, to maintain a short position of 
reasonable size as a cushioning factor in 
decline. 

In conclusion, one thing above all is 
clear. If short-selling is meritorious, it 
does not need its present complete de- 
gree of secrecy. Nothing will so effec- 
tively calm public hysteria about it as 
to throw the light of reasonable pub- 
licity upon it. An indication of the 
trend of the long position is furnished 
by regular weekly and monthly publi- 
cation of the total of brokers’ loans. 

It would be only fair and equally 
worth while for the Exchange to make 
public similar information bearing upon 
the short position at regular intervals. 
A weekly statement of the average 
short interest in the twenty most active 
stocks probably would give as much in- 
formation as is needed. If this is be- 
yond the courage of the Exchange, the 


public is at least entitled to a weekly or 
monthly statement revealing the aver- 
age total short interest in the market. 

A start has been made in the incom- 
plete figures bearing upon the market 
movement from May 25 to October 7. 
Publicity should not end here. Investi- 
gating politicians will have very little 
to investigate if the proper information 
is supplied the public in advance. 








New York Steam 
(Continued from page 25) 








frigeration, the generation of electric 
current and also for the operation of 
the railroad switches, hydraulic pumps 
and other devices. Finally, steam will 
be needed for cooking and laund 
purposes. The railroad will be enabled 
now to close down its own steam plant 
on Thirty-first Street. 

Although nothing has yet been 

signed and the company is indisposed 
to make any statement on the subject, 
it will be very surprising if New York 
Steam fails to obtain the contract for 
the vast Radio City project now in the 
course of construction on Fiftieth 
Street between Fifth and Sixth Ave- 
nues. 
In addition to these major steps in 
the company’s expansion, it is, of 
course, continually adding less impor- 
tant customers to its books. Indeed, 
there is a distinct tendency in archi- 
tects’ plans for a modern New York 
City building to make no provision for 
the generation of steam. Does this not 
imply strongly that people want steam 
which can be turned on and off as 
easily as water and surely there must 
be money to be made in giving it to 
them? 








Some Remedies for 
Depression 
(Continued from page 33) 








and capital than I absolutely have to. 
until I get upon a more equitable ex- 
change basis with the other man’s. 
services because I am getting trimmed. 
I am in no different condition than all 


producers of raw materials. That is. 
the principal cause of this period of 
depression, the throwing out of gear 
of the machinery of highly specialized’ 
barter, using money in exchange 
for goods. Then if that be the case, 
when we all get on an equal exchange 
basis we will have prosperity again. 

We have the capital, raw materials, 
labor and demand (when the demand: 
can get an equal exchange). 
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Labor constitutes a large part of the 
expense of any commodity the consum- 
ing world buys. Then when labor and 
capital get on an equal exchange basis 
with the rest of the world we will 
have prosperity again, and it won't 
hurt purchasing power or standards of 
living because labor and capital will 
be taking home just as large a load of 
commodities in exchange as was done 
in 1929. 

As far as the dilution by the cor- 
porations of their stocks in periods of 
prosperity, I think that can be dis- 
missed with the thought that many of 
them are not earning anything on their 
stocks at the present time, and that 
would not be altered whether it was 
diluted in time of prosperity or not. 

Now the quickest way to pave the way 
to prosperity, in my opinion, would be 
to let economic laws have as free a 
hand as possible, with the least tamper- 
ing possible. All radical legislation, 
blocks of different kinds, anything 
looking for class benefits is only slow- 
ing up the working out of natural 
economic laws that will bring us back 
to prosperity. 

BLAINE DuTTON, 
McCook, Neb. 








Southern California 
Edison Co., Ltd. 
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the company’s total output, some 83% 
is taken for power purposes while the 
balance is used for lighting. 

Southern California Edison's capi- 
talization consists of 3,083,100 shares 
of common stock of $25 per value, an 
issue of “original” preferred stock and 
various series of another preferred. 
Funded debt is about $130,000,000 the 
interest on which was earned well over 
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4 times for the year ended July 31, 
1931. 

The present $2 dividend rate on 
the common has been in effect since 
1927. The yield on the basis of cur- 
rent quotations of $33 a share is _ 
over 6%. This appears more 
ordinarily liberal taking into considera- 
tion the nature of the company’s busi- 
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ness and in view of the fact the dis- 
bursements is being earned at the pres- 
ent time by a margin of 70% or so. 

Up to now the depression has had 
little effect upon the company’s busi- 
ness. Indeed, gross revenues have con- 
tinued their steady upward course and 
for the twelve months ended July 31, 
1931, a gain of 1% was registered in 
comparison with the corresponding pre- 
vious period. Add to this high level 
of current business, an excellent out- 
look for the future and there is reason 
to believe that the common stock of 
Southern California Edison Co. will 
prove to be a satisfactory long-term in- 
vestment. 








Market Must Prove Its 
Position 
(Continued from page 11) 








foolishly afraid of our banking system, 
with the result that approximately a 
billion dollars of currency is in hoard- 
ing. Given this demonstration of lack 
of confidence at home, it is not surpris- 
ing that fantastic rumors of American 
disaster should pervade the world, re- 
sulting in a withdrawal of free gold 
disturbing only in its speed. 

The danger of sheer hysteria of this 
kind is that it tends to feed upon itself 
for, obviously, money is merely a means 
of exchange, totally insufficient, upon 
a gold basis, to liquidate all the wealth 
of the world or, for that matter, even 
to cover the total of existing bank de- 
posits. Yet it was precisely this veritable 
mania of destructive “self-preservation” 
that was most responsible for the last 
phase of security market liquidation. 

It is a phenomenon of psychology 
rather than of reality. Hence, there is 
substantial ground for believing that it 
may very well represent the final phase 
of depression. It has been checked by 
President Hoover’s announcement of 
plans to fortify the banks and to bolster 
public confidence. There is evidence 
that at least an initial victory has been 
won in the battle of common sense. 
The export movement of gold appears 
to be slackening and foreign balances, 
particularly of France, are again rising 
in this market. Moreover, the flow of 
currency into hoarding has been 
checked. 

When the latter movement ceases 
and is finally reversed, with money 
flowing back into our legion of sound 
banks, the battle against depression will 
have been won. 

So far as the realities of economic 
depression are concerned, we have 
learned that there is little that political 
and banking leadership can offer by 
way of effective remedy. To direct 


remedial action, however, at a condi- 
tion which is essentially one of blue 
funk in public attitude is something 
else again. This ailment being chiefly 
a product of fearful imagination, arti- 
ficial stimulants are worth while until 
the patient can be sufficiently revived 
to take note of the basic improvement | 
in his situation. 

It is for this reason that we can look 
with hope to the possible results of the 
meeting between President Hoover and 
Premier Laval, as well as to the fur- 
ther developments in the President's 
program of “national unity.” 

Several recent events are worthy of 
note as reflecting a general tendency in 
high quarters to cope sanely and sound- 
ly with existing problems. The freight 
rate decision of the Interstate Com- 
merce Commission, temporarily disap- 
pointing to the share market, is never- 
theless gratifying in its soundness.- The 
Commission’s view is that the difficul- 
ties of the carriers are due chiefly to 
temporary business depression. It pro- 
poses that the emergency be met by 
using the proceeds of a moderate in- 
crease in rates to protect the credit of 
the weakest links in the transportation 
chain. The 15 per cent increase re- 
quested by the roads would be un- 
economic in extreme degree. Their ap- 
plication is to be regarded as a 
maneuver designed to protect the pre- 
viously existing rate structure and to 
pave the way for a justifiable reduction 
in wage costs. 

It is an indication of returning sanity 
that public hysteria over short-selling 
is waning. The Stock Exchange has 
met it with the simple remedy of mak- 
ing public the facts. The official fig- 
ures on the short position bring this 
vague bogey out in the clear light of 
day, where it immediately turns out to 
be a decidedly secondary speculative 
factor. , 

One of the largest remaining prob- 
lems is that of coping with unemploy- 
ment this winter. It should be of busi- 
ness influence that preparations for 
meeting the situation appear to be more 
adequate than ever before. They in- 
clude a notable expansion of the move- 
ment to “spread the work.” Some of 
the most influential corporations are 
now pointing the way in the six-hour 
day and in methods of guaranteeing 
employment. This movement may well 
prove to be the most practical 
philanthropy American business ever 
indulged in. 
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real estate loan situation. All depend- 
ing, of course, on whether Congress 
can compose its political differences 
and get together on the establishment 
of suitable powers for a permanent 
corporation of a type that pointed the 
way out of previous difficulties, and in 
all probability can again, if it conserva- 
tively planned and directed. 

During the weeks before Congress 
convenes there will be some opportun- 
ity to observe the workings of the only 
operative phase of the plan—the Credit 
Corporation. This time will prove a 
brief but critical test period in which 
the Hoover Program is on trial. A 
check on hoarding tendencies must be 
manifest, and the volume of bank in- 
solvencies decline to demonstrate its 
strength and soundness. The higher 
rediscount and interest rates will of 
course contribute to that end. But in 
the last analysis, it is a matter of public 
confidence—the banishment of fear— 
which the plan must effect or fail of 
its purpose. 
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provides that the railroads must turn 
over to the Government 50% of any 
surplus for a given year, over 6% on 
their property investment. The amount 
held by the Government is to be used 
to help weak lines. The 50% retained 
by the railroads must be held for 
specific purposes. Strangely enough, 
this recommendation for the repeal of 
one recapture clause is made in con- 
junction with the proposal of a still 
more radical and comprehensive recap- 
ture proposition, namely, the pooling of 
the increased gross earnings for the 
benefit of the weaker lines. 

Roughly speaking, marketwise, junior 
bonds of the latter lines should be 
helped first of all by the Commission's 
plan. Stocks of those companies 
should be benefited directly. Neither 
the bonds nor the stocks of the strong- 
est companies will be helped at all, 
unless the gross revenues placed in the 
pool are advanced on a loan instead of 
a gift basis. 

The market position of not a few 
stocks between now and the end of the 
year, and for a longer period, would 
seem to depend considerably upon the 
dividend policy that may be adapted or 
required under the plan proposed by 
the Commission for meeting fixed 
charges. 

The Commission says nothing in its 
decision about a reduction in unionized 
railroad wages, but the railroads 
may have considerable to say about 
that subject as times goes on.’ In fact, 
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a movement to secure such a readjust- 
ment downward is already under way, 
but has been sidetracked temporarily 
until the rate increase problems are 
solved with the I. C. C. A 10% re- 
duction, it is estimated, would yield 
the railroads double the increased 
gross revenues that may be expected 
from the higher freight rates pro- 
posed by the Commission, and each 
railroad would have its own additional 
revenues. The railroads believe that, 
under existing conditions, it is unrea- 
sonable and unjust to maintain present 
union scales. There is reason for be- 
lieving that President Hoover is inclin- 
ing toward the same idea, and that the 
unions are willing to co-operate. 








Trade Tendencies 
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is of considerable importance in this 
commodity. 

Boot and shoe production in the 
United States during the first eight 
months of this year was 221 million 
pairs, compared with 211 million pairs 
for the corresponding period of last 
year, an increase of 5%. The recent 
trend has been for the output of 
women’s and children’s shoes to in- 
crease, while in the case of men’s shoes 
the reverse has been true. Although 
total production to date has been good, 
the seasonal peak normally reached in 
the autumn months may not exceed last 
year’s, for signs of a decline have been 
seen during the past few weeks. The 
tendency has been for makers to empha- 
size the cheaper grade shoe, and this 
competition has made inroads upon the 
demand for higher priced footwear. 
During the past month even the 
cheaper grades have not sold particu- 
larly well, on account of wage cuts 
lowering poorer class buying power. 








How Business Can Help 
Itself 
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for the future. A leading chemical 
company has already obtained substan- 
tial beneficial results from this method, 
as reflected in reduced operating costs 
and higher profit margins. Personnel 
changes of this kind naturally are hard 
upon those forced out, but there is a 
benefit for the company and it involves 
no social loss, since the total number of 
workers employed is the same. 

Finally, the depression offers an ideal 
opportunity for a practical test of the 
possible advantages of a shorter work- 
ing period. Either through the five- 


day week or the six-hour day, existing 
work can be spread among a greatly 
increased number of employees. This 
will relieve distress, but, more impor- 
tant, it quite possibly will demonstrate 
that increased leisure for all is one of 
the real answers to the problems of the 
Machine Age. 

The six-hour day has now had a test 
for several months in the plants of the 
Kellogg Co., of Battle Creek, Mich., 
which employ four shifts of workers 
daily. The system is officially asserted 
to have resulted in marked gains in 
efficiency. Some of the larger plants 
of E. I. duPont de Nemours & Co, 
have recently adopted the six-hour day, 
adding 10 to 15 per cent more em- 
ployees. With this powerful industrial 
leadership, as well as the backing of 
the Hoover Administration and the 
American Federation of Labor, the 
movement toward shorter work periods 
is almost certain to gain increasing mo- 
mentum. 

There is one other step which busi- 
ness can take to sustain our mass mar- 
ket. Millions of persons regularly em- 
ployed are pinching pennies because of 
fear of dismissal. In actual dollars this 
probably is as large a factor in trade 
stagnation as the loss of purchasing 
power by those out of work. 

It is to be doubted that there is any 

efficiency gain in having the bulk of 
employees afraid of their jobs. If so, 
it is more than offset by the aggregate 
restriction of buying. A guaranteed 
employment system has long worked 
satisfactorily for the Procter & Gamble 
Co. A similar plan has recently been 
put into effect by the General Electric 
Co. 
’ Extension of this movement by a ma- 
jority of the largest corporations would 
go far toward speeding the revival, 
which may even now be on the way, 
though undetected. 








The Federal Reserve System 
in a Nutshell 
(Continued from page 17) 








cent, the balance being secured by 
eligible paper. Each dollar of currency 
so issued by the Federal Reserve is 
therefore secured by at least 40 cents in 
gold. At the end of August the 
amount of gold behind currency out- 
standing and reserve deposits was 
about 80 per cent—thus leaving a large 
margin for expansion of the note cir- 
culation. Owing to recent withdraw- 
als of gold and an increase of loans 
this ratio fell to 62% on October 14. 
Certain provisions of the law tend 
constantly to redeem notes outstand- 
ing in excess of business requirements, 
but of course many remain in circula- 


THE MAGAZINE OF WALL STREET 





we UW Cy =. 


Ss 


se Ee 8 Ue eee iV 


tion indefinitely. These Federal Re- 
serve notes, being an obligation of the 
United States as well as of the issuing 
bank, and redeemable in gold at any 
Federal Reserve Bank or United States 
Treasury—are universally accepted. 

Theoretically, it will be seen that on 
the basis of the 40 per cent gold cover, 
the 5 billion dollars of monetary gold 
in the United States could support cur- 
rency issues to the member banks of 
12.5 billions, and that amount of 
money would enable member banks to 
make loans to a total of at least 62.5 
billions, providing they had collateral 
acceptable to the Reserve Banks. In 
other words $1 in gold under our Fed- 
eral Reserve System can support ap- 
proximately $13 of credit—indicating 
the broad flexibility of the system. 
Under present business conditions with 
the slack demand for funds, there 
is, of course, not the remotest ap- 
proach for this maximum. The gold 
reserves of the system at present are 
about 2.8 billion dollars. While the 
entire amount of Federal Reserve notes 
in circulation is only about 2.3 billions 
and even so, slightly exceeds the total 
of Reserve bank credit outstanding of 
2.1 billions. Direct borrowings by 
member banks at the latest report was 
approximately 627 million dollars, yet 
member banks have nearly 8 billions of 
government securities and commercial 
paper available for rediscount. While 
this gain in borrowing is an improve- 
ment over the past 30 days, the condi- 
tion still registers considerable business 
lethargy. Of course when general 
business resumes its stride, the situa- 
tion will change rapidly. Corpora- 
tions will find financing through the 
security markets less easy than in the 
boom days, and will be forced back to 
bank loans for their credit needs, and 
rediscounts will rise in proportion. 

Ordinary trade acceptances (drafts 
accepted by the drawee) were familiar 
banking paper before the Federal Re- 
serve System was created. The Re- 
serve Banks deal in them. But in ad- 
dition, the Reserve Act authorized 
national banks to issue Bankers’ Ac- 
ceptances, in which the acceptance is 
made by a bank. Such acceptances are 
readily bought or discounted by the 
Reserve Banks. This creates an open 
market for such bills, and greatly 
facilitates both domestic and inter- 
national trade; especially the latter, as 
it enables a vendor of goods to realize 
immediately on time sales. Dollar ac- 
ceptances are a special form of bank 
acceptance, especially designed to 
facilitate foreign trade and _ inter- 
national commercial financing. 

The Federal Reserve Banks have 
other open market or direct operations 
than trade acceptances. They are au- 
thorized to deal in gold coin or bullion 
(or make loans on them) and to ex- 
change Federal Reserve notes for gold. 
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They are also authorized to buy and 
sell bonds and notes of the United 
States Government and certain short 
time obligations of state and local gov- 
ernments. Through these open market 
operations the Federal Reserve System 
is able to formulate and direct a general 
credit policy for the United States, in 
connection with the establishment of 
rediscount rates to member banks. The 
purchase of securities by the Federal 
Reserve Banks puts funds into the 
money market. That is to say when 
the Reserve buys Government bonds 
and pays for them it releases money. 
This money finds its way into the 
hands of member banks enhance 
their lending position and makes 
money more abundant. Selling securi- 
ties has the opposite effect, as it draws 
funds fromthe market. Dealings in 
acceptances have similar effects, and the 
acceptance discount rate has a direct 
effect on the money market. 

It may well be that these open mar- 
ket operations of the Federal Reserve 
will be utilized to further the Hoover 
Plan. The very fact that a liberal policy 
of bill purchasing and government bond 
buying can provide a business stimulant 
by increasing the supply of money may 
bring on an increasing demand for a 
moderate use of this form of controlled 
inflation. If the Federal Reserve ma- 
chinery is to be tampered with at all, 
this is the place to do it, as any ex- 
pansion of the money supply can be 
corrected; whereas fundamental 
changes relating to the eligibility of 
banking assets for rediscount might 
lead to serious consequences before 
remedial legislation could offset them. 

The Federal Reserve System is at the 
heart of our banking and credit struc- 
ture. Despite occasional human errors 
in policy it has proved an efficient sys- 
tem since its inception in 1913. It is 
questionable whether it needs modifica- 
tion today—crisis or no crisis. 








Monsieur Laval Presents the 
Compliments of France 
(Continued from page 13) 








Every nation in the world has felt 
the power if not the buffets of French 
gold—gold that has quintupled in five 
years. 

At one time, in a moment of mag- 
nanimity after the pact of Locarno, 
France had made considerable short- 
term advances to Germany. When 
the Hitlerites and the German na- 
tionalists began to talk about tearing 
up the Treaty of Versailles and re- 
pudiating reparations, and the Reich 
began to build its formidable pocket 
battleships, France began to pull back 
her credits. That put Germany on the 
financial toboggan slide down which 


she is still slipping. When the pro- 
posed economic alliance between Ger- 
many and Austria was all but accom- 
plished France refused to give Austria 
any financial help. England stepped 
into the breach and thereby set up a 
course of events that has brought her 
to her knees. She had to help both 
Austria and Germany, but in the end 
France had her way and the Ansch- 
luss was wrecked. 

In the meantime France had trans- 
ferred large credits from Germany to 
England. When England declared in 
favor of the union between Germany 
and Austria, France withdrew a large 
volume of cash from England. Eng- 
land’s spare cash was in Germany and 
France took hers back. 

The punishment worked too well— 
England all but collapsed. France and 
America had to rush to the rescue like 
a fire department to a general alarm. 
French and American banks and in- 
vestors raised 325 million dollars each 
for the relief of the Bank of England 
and the pound sterling. France first 
disciplined England and then rescued 
her, expecting respect for the first and 
substantial gratitude for the latter. 

It was America’s turn next. 


France Disciplines the U. S. 


Still sore at President Hoover's mora- 
torium proposal or the awkward way 
in which he made it, France inten- 
tionally or negligently turned her at- 
traction to the American gold pile. 
She didn’t accomplish much with it un- 
til England threw up her hands and 
abandoned the gold standard because 
she dared not let the gold-crazy French 
suck up all her gold. The French in- 
vesting public and banks were terrified 
by the British retreat from gold and, 
with or without policy, drew in credits 
from all over the world. People of all 
nations were frightened and grabbed 
for gold. They couldn’t get it out of 
France, so the whole demand was di- 
verted to the United States. Securities 
were turned into American gold at any 
price, the U. S. stock markets staggered 
—and more than 650 million dollars 
of American gold was exported or se- 
gregated for foreign account, “ear- 
marked”—within a period of five 
weeks. There was even talk of closing 
the New York Stock Exchange. Most 
of this gold was for France, although 
much of it went there for the account 
of other countries. A dollar panic was 
set off in Europe and the world became 
convinced that the one impregnable 
island of financial security was France, 
and the one safe money the franc. 

Even Americans hastened to turn 
dollars into francs. Others expressed 
their alarm by hoarding cash. Some- 
thing like a billion American dollars 
went out of circulation and into hiding. 
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The hoards were more portentous than 
the exports. Federal Reserve gold re- 
serves began to melt away. 

When the gold run on America be- 
gan France had credits in the United 
States, it is estimated, of between 800 
million and 1,100 million dollars, in- 
cluding securities, short term credits 
and bank deposits. The total of for- 
eign credits here was about 7 bil- 
lions. Not even the colossal Federal 
Reserve funds could stand up against 
the sudden withdrawal of this entire 
amount. 

At this moment Laval comes to 
America. 

The time seemed opportune for 
France to settle a number of problems. 
Her position is potent, but she is not 
without alarm. The shower of gold 
that descends upon France threatens to 
turn her victory into defeat. She must 
act while action promises to be result- 
ful. The one-way track for gold to 
France is not altogether a blessing. Un- 
der the French currency system most of 
the gold that goes to France finds its 
way into the Bank of France, which 
issues notes against it, franc for franc. 
In the past few years, in consequence, 
the circulation of these notes has ad- 
vanced from 50 billion to 80 billion 
francs. The plenitude of currency has 
kept up French prices to a very con- 
siderable extent while prices are falling 
elsewhere all over the world. 

In the United States, on the other 
hand, most of the gold goes into the 
vaults of the Federal Reserve Banks, 
and currency is not issued against it 
except as business feels the need of it. 
We have even now in those vaults 
about 2 billion dollars of gold that are 
not supporting currency or loans. 

The Bank of France five years ago 
amassed all the gold it needed for its 
reserves. But the system of amassing 
it then instituted keeps on working 
overtime. The Bank doesn’t want 
the gold, but the people and their 
banks want the money. Having 
formed the habit of turning gold into 
currency, they keep on, just as for- 
merly they stubbornly kept the gold. 
In France, a franc hoarded is so much 
gold abstracted. 

So, early in his visit Laval discovered 
that America is in a virtually impreg- 
nable monetary position. He found 
that the dollar against which malicious 
gossip has been cultivated in Europe 
is supported by such reserves of gold 
as no other currency ever had. He 
learned that exports of gold from 
America do not affect the currency as 
they would if from France. 

With French prices up in the air, 
costly French exports are falling off 
and imports are rushing in to get 
the easy money. French exports to 
the United States fell off 40 per cent 
in the first seven months of 1931, and 


60 per cent as compared with 1929. 
The rest of the world reports similar 
shrinkage of French trade. Moreover, 
the money panic has infected the 
Frenchman, who always loves hard 
money, and hoarding has been going 
on in France at a tremendous rate. 
Securities have been unloaded and the 
French banks have their own problem 
of money going out and securities go- 
ing down. Two of them have had to 
be saved by other banks. Trade is 
falling off, unemployment is increasing. 
Moreover, with England and a whole 
flock of satellites going off the gold 
standard, France has been caught with 
$500,000,000 of investments in depre- 
ciated sterling and an_ uncertain 
amount of paper money of dubious 
value elsewhere. 

France has her piles of gold, but her 
financial position has been achieved at 
heavy cost. The standard of living has 
but slightly increased in France since 
the war. The masses of the people 
have toiled harder and saved more than 
ever. There is increasing discontent 
with the hardness of life for the aver- 
age man while the financiers talk of 
the billions of gold that may profit 
national policy, but take the joy out of 
life. There is an uneasy fear that 
France may yet suffer a collapse all the 
more destructive for having been so 
long delayed. 


Gold Supports Gold 


Obviously this is the time, think the 
French, for France and America to get 
together to put the gold standard back 
on its feet and keep the whole world 
from going and staying off it. At the 
moment they are the only important 
nations in the world that are on that 
standard. The two countries are tied 
together, through their gold strength, 
in many ways. 

The United States has three billions 
at stake in Germany, about 750 million 
dollars in short-term credits, now 
frozen thick and hard. France is al- 
most clear of German commercial 
credits. 

The salvation of Germany ulti- 
mately rests on France. We must be 
“good” to France, she holds hostages, 
say our international bankers. 

The two countries acted jointly last 
summer in advancing $25,000,000 each 
to the Reichsbank. These amounts fall 
due November 1, and nothing in sight 
to pay them with. Common ground 
here for the Bank of France and the 
Federal Reserve Bank of New York. 
In August, 1932 the Bank of England 
will have to face the repayment of 
$325,000,000 loaned by French banks 
and investors and $325,000,000 loaned 
by American banks and banking in- 
interests to save the pound that wasn’t 
saved. More common interest for 


France and America. Besides, there 
are loans both countries have made to 
Austria and Hungary through the 
Bank of International Settlements. 
What are France and America going 
to do about all these short-time credits 
which will probably have to be funded? 

Then as the holders of about 70 per 
cent of all the monetary gold in the 
world there is the common interest and 
responsibility of doing all that can be 
done by taking thought to put the gold 
standard machine into working order. 
Both France and America will soon 
suffer from the low price exports of 
competing countries that are off the 
gold standard. It is to their common 
interest to use their gold to peg the 
depreciation of currencies, particularly 
in England, and put them back on the 
gold standard. Now is the opportune 
time; for at the moment every nation 
that is off is eager to get back. 

With such vitally concurrent inter- 
ests it is not surprising but highly 
gratifying, nevertheless, that the out- 
standing result of the conferences be- 
tween the President and the Premier 
is an agreement to unite the forces of 
France and the United States to deal 
with the gold crisis. Following the 
first conference Premier Laval issued 
instructions to Paris that every thing 
that the Government and the Bank of 
France can do to stop or check with- 
drawals of gold from New York should 
be done forthwith. The two states- 
men joined in the statement: “Our 
especial emphasis has been upon the 
more important means through which 
the efforts of our governments could 
be exerted toward restoration of eco- 
nomic stability and confidence. Par- 
ticularly we are convinced of the im- 
portance of monetary stability as an 
essential factor in the restoration of 
normal economic life in the world, in 
which the maintenance of the gold 
standard in France and the United 
States will serve as a major influence.” 

This is the one concrete “victory” of 
the negotiations. It.is a triumph for 
both sides. France gains the assurance 
that no action by the United States 
will impair the ascendancy in Europe 
which her gold reserves and her ap- 
parently inexhaustible capacity to at- 
tract gold have given her. The United 
States gains the assurance that France’s 
gold power will no longer be used as 
a diplomatic-economic club against the 
dollar. The world will have the wel- 
come assurance that the two gold 
giants will unite to manipulate their 
hoards for the maintenance and “res- 
toration of the gold standard and the 
restoration of normal economic life in 
the world.” And whatever may be the 
future fate of the gold standard and 
whatever its shortcomings, there is 
little disagreement with the proposition 
that world-wide monetary stability is 
the most pressing need of the hour. 
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Outstanding Profit Possibilities 
In Low-Priced Common Stocks 


geared low-priced common stocks now offer tremendous profit possibilities, con- 
sidering the amount of capital or collateral required, but they must be selected 
with the utmost care. 
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In making your specvestment commitments in such issues, it is important that you avoid 
those preceded by top-heavy bond and preferred stock obligations, retarded by steadily 
declining earning power, representing an industry weighed down by over-production 
and severe competition and the many other factors which will cause certain issues to 
become almost worthless either through receivership, reorganization or absorption by 
stronger companies. 


Our Unusual Opportunities Consist of Low-Priced 
Common Stocks That Must Pass a Rigorous Test 


Our Unusual Opportunity Advices comprise active common stocks practically all of 
which sell under $25 a share. Before it is recommended, however, each stock must 
be approved by our specialists as sound and holding distinct possibilities of higher 
prices. 
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These stocks are rated from every standpoint likely to determine their merit and value. 
Management, sponsorship, earnings, capital structure, nearby and moderate term out- 
look, industrial position and background, are all taken into consideration. They may 
be dividend-payers or not but they are issues of the type that can be uncovered only 
by skilled analysts such as constitute the staff of the FORECAST. 
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Two Unusual Opportunity 
Recommendations—NOW READY 


Two standard common stocks listed on the New York Stock Exchange—both selling under 15 
—have just been selected by our experts as Unusual Opportunities. They offer exceptional profit 
possibilities with a minimum of capital and will be recommended immediately on receipt of 
your subscription. These commitments will then be under our daily observation until definitely 
closed out. 
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Take full advantage of these recommendations by attaching your remittance to the coupon below 
and mailing at once. 
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(a) 
Speculative Investments. 
Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(b) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(ce) 

Trading Advices through 
the intermediate swings 
(for the purpose of secur- 
ing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 


MAIL THIS COUPON TODAY 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 

Cable Address: TICKERPUB 
I enclose $75 to cover my six months’ test subscription to The Investment and Business Fore- 
cast. I understand that ™ am entitled to the complete service outlined above. ($150 will 
cover a 13 months’ subscription.) 


THE INVESTMENT AND 
Bustness ForEcAST 
of 
The Magazine 
of 
Wall Street 
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Address 

City ; 

Telegraph me collect your current Unusual Opportunity recommendation and thereafter as 
described in (a). 


CiTelegraph me collect your current Bargain Indicator recommendation and thereafter as de- 
scribed in (b). 
Telegraph me collect your current Trading Advices and thereafter as described in (c). 

























